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This Month 


“, . . ASERVANT WHEN HE REIGNETH” 
By R. C. SIMPSON 


DISTRIBUTION COSTS AND RESEARCH 
FOR POSTWAR OPERATIONS 
By PauL W. ATwoop 


WHAT MANAGEMENT EXPECTS FROM THE CONTROLLER 
By R. C. CosGROVE 


INDUSTRIAL ENGINEERING APPROACH TO BETTER 
MANAGEMENT 


By MASON SMITH 


ADEQUATE FIRE PROTECTION 
By ALVIN T. COATE 


PREPARATION AND MAINTENANCE OF ACCOUNTING 
MANUALS 
By L. C. STEVENS 


HUMAN RELATIONS IN BUSINESS AND INDUSTRY 
By M. J. NorRELL 
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is always worth 


Hey! Look at that 
wonderful Royal ! 





waiting for! 


Ahh. MAGIC* Margin! 
What a timesaver! 


Look! It's shielded 
by a steel top ! 







Look ! Concave 






Touch Control! 
Greater speed, 
greater comfort! 
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Real shift freedom! ae 


No more 
“bobbing carriage” ! 


ROYAL 


Worlds Nof Typewriter 














Copyright 1944, Royal Typewriter Co., Inc. * Trade Mark 








dl ar guaran 


»—o 


REQ 
bat 


CM 
NG 


wp! Ll re 













The Controller, March, 1946 








































RECEIVING as y i T E D A j R L 


c 


ONE OF OE ee sds pe tcc ames - Pe age <isinbcuilindas 


© ENDOR: s : i PURCHASE ORDER. VENDOR: PURCHASE ORDER” 
: Ne. = un & “2 
H. L. Ruggles Company ” ; 28486. 
Sar tenth Wachee Drive L. Ruggles, Company ae 


tor North Wacker Drive 
' Chicego, Tliincis 





Chicago, Tilinois 


Sees 








s rc SHIP TO-UNITED AIR LINES, INC. - ; ee SHIP TO-UNITED AIR LINES, INC. - me £"25"46 
ad 12-26746 Dept. CG-28486-R - — Dept. cO-28486-R  . 
GOSS South Ciagvo: Aves SOM Sieee S048 Gouth Cicero ave, sem Vendox’s Chol 
21-3 Shicago 38, : Gniesas #6 Tllincis — = 
B “tore = ea i ak all 
Pa. Smith 








6 P p ORDER FO 
vom: geaiemmcaas : «5s BAUR OSE e2 
UNITED ALR ion ws 




















information on the 
- * ed and return 2 copies to 
ate soln es movie gums “DITTO ELIMINATES REPEATED mo ica Come 
: No. 
cine, "| REWRITINGS OF PURCHASE a 
Sane De 1 ORDERS AND PARTIAL as 
we SHIP TO-UNITED AIR LINES, INC. : 
ae ie tao~ke Poa ay Bk —— «a RECEIVALS” United Air Lines, Inc. 
Bc ss re Chicago 38, Illinois = Chicago, Illinois 
A. Smith roe 








PLEASE ENTER OUR ORDER ee. tes 


vty a Yer OF i 
no SO. 





Eliminating repeated rewritings of essen- 












tial information is the keystone of all 









































ACCME Ditto Business Systems. Fundamentally FORE KEEPER 
RECEIVING REPORT e.s ‘. ; ; es 
it’s a matter of copies—quick, accurate 
UNITED AIR. , pies—quick, accurs mga 
Nn c c z > . 
(see 8. Mee copies made froma paper original; copies ‘ 
— PURCHASE ORD made in whole or in part—on forms vary- 
HR. L. Ruggles Company ~ ing in size and weight; originals used 
107 North Waoker Drive + % . < 
Chicago, Illinois ee repeatedly to produce copies when and 
| wherethey are needed— without rewriting, 
ate . . . 
&, 2 SHIP TO:UNITED AIR, LINES, INC. The same time and money-saving prin- 
12°26-46 Dept, CG~28486°R : ioe 
6 South Cicero Ave, sw i i -billi 
RE er-2 Chisage 23, t1linods ciples apply to purchasing, order-billing, ie 
oe production, payroll. Write for facts today. a 
A. Smith j es 
ed DITTO, INC., 2208 W. Harrison St., Chicago 12, Ill. scssiieemental 
— Quantity Revit DESCRIOTION = rack + ROTAL PRICE: 
1 2M YAar290 Report of trip passes i 12,00 & 
i 
| ee} SM | us-527} Personal Accifent & I 2.|_ Advise 
i {500/pkg) Print on 









































DIT 


| ONE-WRITING BUSINE 





SYSTEMS 
































ji OR UN YOUR : TEED a 




















ea 

















The Man Every 
Business Likes 
opened our eyes To 
New Savings 


in Figure Work { 





Economies in calculating pay 
rolls, mark-ups, costs, profit or 
loss, or any other kind of figure- 
work, result from first-time accu- 
racy combined with the speediest 
and simplest operation. 

If you are interested to know 
how such savings can be intro- 
duced into your business, just tele- 
phone The Man Every Business 
Likes, your local Marchant repre- 
sentative. 

Yes, he’s a figure-work special- 
ist. In 20 minutes—no more—he 
will be glad to prove by demon- 
stration the advantages to you of 
the Marchant Calculator, with its 


‘MARCHANT 


SMENT SPEED ELECTRIC | 
CALCULATORS 


THIRTY-SIXTH YEAR 
Marchant Calculating Machine Company 
Home Office: Oakland 8, California, U.S. A. 


SALES AGENCIES AND MANUFACTURER’S 
SERVICE STATIONS GIVE SERVICE EVERYWHERE 
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DATES AHEAD 


All dates are listed as scheduled at tine 
of publication of this issue. Subsequent 
changes may be made, 


REGIONAL CONFERENCES 
April 14, 15 
New York, Waldorf-Astoria 
April 28, 29, 30 
Detroit, Book-Cadillac 


Meeting Dates of Controls 


March 


March 5—Chattanooga, Twin Cities 

March 6—Bridgeport, Western Mich- 
igan 

March 7—Birmingham, 
Quad-Cities 

March 11—Kansas City 

March 12—Boston, Cincinnati, Cleve. 
land, Milwaukee 

March 13—Baltimore, Hartford 

March 14—Dayton, New York, Toledo 

March 15—Portland 

March 18—Pittsburgh 

March 19—Buffalo, 
Springfield, Syracuse 

March 21—Los Angeles, San Francisco 

March 26—Atlanta, Chicago, Dallas, 
Detroit, District of Columbia, Hoeus- 
ton, St. Louis 

March 27—Indianapolis, Louisville, 
Rochester 

March 28—Seattle 


Philadelphia, 


New Orleans, 


April 


April 2—Chattanooga, Twin Cities 

April 3—Bridgeport, Western Michi- 
gan 

April 4—Birmingham, Philadelphia, 
Quad-Cities 

April 8—Kansas City 

April 9—Boston, Buffalo, Cincinnati, 
Cleveland, Milwaukee 

April 10—Baltimore, Hartford 

April 11—Dayton, Toledo 

April 15—Pittsburgh 

April 16—New Orleans, 
Syracuse 

April 18—Los Angeles, San Francisco 

April 19—Portland 

April 23—Atlanta, Chicago, Dallas, Dis- 
trict of Columbia, Houston, St. Louis 

April 24—Indianapolis, Louisville, 
Rochester 

April 25—Seattle 

April 30—Detroit 


Nore: The New York City Control 
cancelled its April 11 meeting because of 
the Eastern Spring Conference. 


Springfield, 
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@ When you are asked to recommend an 
accounting course, the educational back- 
ground of the International Accountants 
Society, Inc., will give you complete confi- 
dence. The five men composing our Execu- 
tive Educational Committee are responsible 
for IAS educational policies and activities. 
The sixteen Certified Public Accountants 
composing the IAS Faculty prepare text 
material, give consultation service, or grade 
examination papers. Some give full time. 


others part time, to [AS work. Our Advisory 
Board consists of forty outstanding Certified 
Public Accountants, business executives, 
attorneys, and educators, who counsel with 
the IAS Management, on request, about 
technical accounting, educational, and busi- 
ness matters. 


The uniformly high caliber of these men is 


eloquent testimony to the quality of IAS 
training. 








JOHN T. MADDEN 


C.P.A., B.C.S., M.A., Se. D. 


DEXTER S. KIMBALL 
M.E., LL.D., D.Sc. 


LEE GALLOWAY 
B.Sc., Ph.D. 


GEORGE P. ELLIS 
CEA. 


STEPHEN GILMAN 
B,Se., C.P.A. 


Stanley E. Beatty, C.P.A. 
Harold W. Boedeker, C.P.A. 
George P. Ellis, C.P.A. 

C. W. Emshoff, C.P.A. 


EXECUTIVE EDUCATIONAL COMMITTEE 


President, International Accountants Society, Inc.; Dean, School of Commerce, Accounts 
and Finance, New York University; Former President, American Association of University 
Instructors in Accounting; Former President, American Association of Collegiate Schools 
of Business. 


Chairman, Board of .Directors, International Accountants Society, Inc.; Dean Emeritus, 
ollege of Engineering, Cornell University; Former President, American Society of Mechani- 
cal Engineers; author of ‘‘Cost Finding,”’ ‘Industrial Economics,” and other textbooks. 


Vice-Chairman, Board of Directors; International Accountants Society, Inc.; Former 
Chairman,- Board of Directors, The Ronald Press Company; Former Director, Department 
of Management, New York University; author of “Office Management” and other textbooks. 


Practicing Certified Public Accountant; Member of Faculty, International Accountants 
Society, Inc.; Former President, Illinois Chamber of Commerce; Former President, America. 
Society of Certified Public Accountants; Former President, Executives Club of Chicago. 


Vice-President and Educational Director, International Accountants Society, Inc.; author of 
‘Accounting Concepts of Profit,’’ ‘‘Analyzing Financial Statements,” ‘Principles of Ac- 
counting,” ‘‘What the Figures Mean,’’ and numerous technical articles on accounting and 
allied subjects. 


FACULTY 


Stephen Gilman, C.P.A. Frank H. Murray, C:P.A. 
John A. Hinderlong, C.P.A. TT. N. Perry, C.P.A. 
James W. Love, C.P.A. Russell C. Swope, C.P.A. 
Paul H. Moore, C.P.A. G. E. Taylor, C.P.A. 


J. G. Terry, C.P.A. 

G. S. West, C.P.A. 

Harry H. Westphain, C.P.A. 
Earl R. White, C.P.A. 





Additional information about this training will be sent to you in booklet form, on request. 
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CHICAGO 6, 


INTERNATIONAL ACCOUNTANTS SOCIETY, ine. 


A Correspondence School Since 1903 
WEST JACKSON BOULEVARD 
PE iInT ees 
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Founder and director of the Insurance 
Audit and Inspection Company, which was 
incorporated in Indianapolis in 1901, Mr. 
Coate (“Adequate 
Fire Protection,” 
page 148) has al- 
ways been a strong 
exponent of the 
““tailor-made”’ 
policy for the par- 
ticular risk, a pol- 
icy which would 
be, at the same 
time, simple in 
provisions and 
comprehensive in 
protection. Many 
of his advanced 
ideas along this 
line have been in- 
corporated in re- 
vised policy forms. 
For over forty years Mr. Coate has traveled 
extensively in the United States and Canada, 
visiting plants of every nature to see for 
himself the problems insurance buyers face. 
His intimate knowledge with these problems 
has given him a nation-wide reputation as in- 
surance consultant. Mr. Coate has built a 
strong working organization with headquar- 
ters in Indianapolis, and branches elsewhere, 
which serve in an insurance advisory capac- 
ity, clients in thirty-six states. While this 
intensive business career would ordinarily 
absorb most of any one individual’s time, 
Mr. Coate has served in a good many out- 
side activities in the community, in educa- 
tional fields and also in church work. 


Clark 





MR. COATE 


As managing head of an industrial organ- 
ization which is concerned almost equally 
with the problems of production and dis- 
tribution, Mr. Cos- 
grove (‘‘What 
Management Ex- 
pects of the Con- 
troller,” page 141) 
is, by training and 
background, well 
equipped to be 
the necessary 
blend of producer 
and distributor. A 
graduate of Car- 
negie Institute of 
Technology in en- 
gineering, he has 
detailed acquaint- 
ance with top MR. COSGROVE 
quality, both in . 
product and em- 
ployee performance and he used that knowledge 
in reorganizing the manufacturing division of 
the Crosley Corporation, a few years ago. Mr. 
Cosgrove came to Crosley in 1940, after serv- 
ing overseas as an engineer officer in World 
War I and following periods of service with 
Jones & Laughlin Steel Corporation and the 
Westinghouse Electric Corporation in execu- 
tive capacities. Under his direction, Crosley’s 
annual volume during the war years soared 
from $27 million to approximately $100 mil- 
lion. In 1945, when controlling interest in 
the Crosley Corporation was acquired by the 
Aviation Corporation, Mr. Cosgrove’s mer- 
chandising activities were greatly broadened 
when he was made vice-president in charge 
of sales of the Aviation Corporation, whose 
manufacturing interests extend from coast to 
coast and include everything from aviation 
and shipbuilding to refrigerators, heaters 
and kitchen equipment. 














In addition to his company responsibil- 
ities, Mr. Cosgrove has served for two years 
as president of the Radio Manufacturers As- 
sociation and was active during the war on 
several important committees of the War 
Production Board, and as a member of the 
Automotive Council for War Production. A 
former director of the Automobile Manufac- 
turers Association, he is chairman of the em- 
ployment problems committee of the Na- 
tional Association of Manufacturers and 
holds important committee posts in the Na- 
tional Electrical Manufacturers Association, 
in addition to activity in the Society for Ad- 
vancement of Management, the Committee 
for Economic Development, the Cincinnati 
Chamber of Commerce, and the Chamber of 
Commerce of the United States. With such 
varied duties and responsibilities, it is un- 
derstandable that his hobbies have been com- 
paratively neglected in recent years, but 
when he can get away from his desk long 
enough, he is an ardent fisherman and an en- 
thusiastic golfer, one who admits, however, 
that the best kind of exercise is chopping 
wood on his estate in Cincinnati’s East Wal- 
nut Hills. 


“My biography is a short one,” said Mr. 
Norrell (“Human Relations in Business and 
Industry,” page 151) in response to our re- 
quest for bio- 
graphical infor- 
mation, but what 
it lacks in length, 
it undoubtedly in- 
cludes in variety 
and intensity of 
activity. A native 
of Texas, Mr. Nor- 
rell has been as- 
sociated with ac- 
tivity in the city 
of Dallas for the 
past twenty-seven 
years, having 
served during that 
time as general 
manager of the 
Dallas Chamber 
of Commerce, as president of the Texas Bank 
and Trust Company and, sinee 1933, as man- 
ager of industrial relations for Magnolia 
Petroleum Company which he joined in 1930. 
He has likewise been a member of the State 
Advisory Committee of the Texas Personnel 
Conference and of the Advisory Committee 
of the Southwest Area Industrial Relations 
Conference. 


MR. NORRELL 


Chief industrial relations counselor of Gil- 
bert Associates, Inc., New York, Mr. Simp- 
son (“A Servant When He Reigneth,” page 
Skean 136), has a broad 
background in 
production prob- 
lems and person- 
neladministratio‘.. 
He has held jobs 
as a machine op- 
erator in bolt and 
can factories, as 
helper, catcher, 
rougher, and dou- 
bler in a tin plate 
mill, as a recorder 
and pit foreman 
in a steel mill, as 
a service manager 
specializing in 
training and pro- 
duction proce- 


MR. SIMPSON 





dures and job analysis, as a personnel map. 
ager and as an assistant vice-president of , 
public utility management company, and 4; 
a personnel director and labor advisor for , 
public utility. His present connection with 
Gilbert Associates began in 1941 and he has 
served as an advisor and consultant on em. 
ployment practices, union negotiations, griey. 
ances, wage standards, job analyses and spec. 
ifications, foremen and employee training in 
70 companies, including electric and gas util. 
ities, water and ice companies, local trans. 
portation and construction firms. A defini- 
tive background such as this has made 
possible his temperate but highly pertinent 
article in this issue. 


A touch of bygone (and better?) days comes 
to the fore in reviewing the biographical in. 


formation about Mr. Smith (“Industrial Ep. 
Moffett 


gineering Ap. 
proach to Better 
Management,” 
page 145), for his 
hobbies ‘include 
harness horse rac. 
ing, which should 
bring a_ nostalgic 
smilé of reminis. 
cense to the lips 
of all ‘‘country 
boys’’ now in- 
volved with the 
intricacies of our 
metropolitan ex- 
istence. A gradu- 
ate of Northwest. 
ern University’s 
School of Com. 
merce, where he likewise received his Mas. 
ter's degree, Mr. Smith is a certified public 
accountant (Illinois) with a background of 
teaching at the University of Georgia and 
at Ohio State University, in addition to serv- 
ice for two years, beginning 1929, as assist- 
ant secretary of the National Association of 
Cost Accountants, of which organization he 
is now a national vice-president. In 1932, he 
joined James O. McKinsey and Company, 
later serving as assistant general manager of 
operations for Kroger Grocery and Baking 
Company and then, from 1937 to 1940, being 
director of personnel for Marshall Field and 
Company. He has been a partner of Mc 
Kinsey, Kearney and Company, in Chicago, 
since 1940. 





MR. SMITH 


For nearly twenty-five years Mr. Stevens 
(‘Preparation and Maintenance of Account: 
ing Manuals,” page 149) has been identifies 
with the oil in 
dustry. Serving at 
the present time 
as assistant comp- 
troller of Stand: 
ard Oil Company 
(New _ Jersey) 
with which com- 
pany he has been 
associated since 
1932, his previous 
connections were 
with Pan-Amett- 
can Petroleum and 
Transport Com- 
pany and with 
Standard Oil 
Company (Indi- 
ana). Mr. Stevens 
holds membership in the American Petto- 
leum Institute and the Institute of Internal 
Auditors. The manuscript which we present 
in this issue was prepared by him for a jou 
conference in May, 1945, of the Pittsburgh 
Control of the Controllers Institute of America 
and the Pittsburgh chapter of the National 
Association of Cost Accountants and the 
Pennsylvania Institute of Certified Public 
Accountants. —PAUL HAASE 





MR. STEVENS 
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> Ea Before completing your employer-employee benefit program, investigate Conti- 
te nental’s wide range of services. Continental programs embody unusual advantages, 
h the not common to many life insurance companies, superior to most privately admin- 
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nex: istered profit-sharing plans. Every need can be covered in one complete group plan: 


se life, accidental death and dismemberment, accident, sickness, hospital-surgical for 


sity's employees and dependents, wholesale insurance, pension trusts. Assure your com- 
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_ fits in conjunction with Group Life Insurance; Group Ordinary with First Year Cash 
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Continental Assurance Co., 310 S. Michigan Ave., Chicago 


Send copies of your two booklets on employer-employee insurance and pension 


plans to: 
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Price Adjustment Surveys Subject to Budget Bureau 
Approval 


[’ has been pointed out by the Advisory Committee 
on Government Questionnaires that OPA price ad- 
justment surveys are regarded as inquiries which come 
within the scope of the Federal Reports Act of 1942, 
and therefore are subject to the approval of the Divi- 
sion of Statistical Standards of the Bureau of the 
Budget before they may be used. 

The Federal Reports Act of 1942 covers all informa- 
tion collecting projects of governmental agencies and 
the OPA price adjustment surveys are classified as in- 
formation collecting projects. These surveys are used 
to establish cost-price relationships to meet the require- 
ments of the Emergency Price Control Act of 1942. 

A communication addressed to Trade Association 
Executives and to Members of the Sub-Committees of 
the Advisory Committee on Government Question- 
naires by Russell Schneider, Executive Secretary of the 
Committee, points out that any industry seeking an 
adjustment in price expects that a survey will be made. 
The OPA usually finds it necessary to obtain a consid- 
erable amount of cost data. The Advisory Committee 
on Government Questionnaires, having had experience 
with certain price adjustment surveys, suggests that it 
is just as desirable to apply the rule of simplicity to 
such surveys as it is to simplify the collection of any 
other type of information. 

The services and facilities of the Advisory Commit- 
tee on Government Questionnaires are available to all 
industries for the purposes of these price adjustment 
surveys, as the official channel through which recom- 
mendations may be made to the Bureau of the Budget 
prior to approval of reporting forms. The Committee 
believes that recommendations concerning the appro- 
priateness of a particular form as applied to any indus- 
try situation may be of considerable value both to in- 
dustry and to the government. 

The Advisory Committee on Government Question- 
naires is ready to serve industry in this particular ac- 
tivity. It is essential, however, that the Advisory Com- 
mittee on Government Questionnaires know in advance 
when an industry is seeking a price increase, which will 
134 


Comment 


entail the making of a survey. The forms to be used 
in making the survey should be brought to the atten. 
tion of the Advisory Committee which would then be 
in a position to suggest that the Budget Bureau obtain 
the advice of the industry to which it applies. 

The representatives of The Controllers Institute of 
America on the Advisory Committee on Government 
Questionnaires are Edwin E. McConnell, Controller of 
the Norton Company, of Worcester, Massachusetts, 
who is President of The Institute; and Lisle W. Ad- 
kins, Controller of the Crosley Corporation, of Cincin- 
nati. Six other national business and industrial organ- 
izations, in addition to The Controllers Institute of 
America, sponsor and are represented in the Advisory 
Committee on Government Questionnaires. 


Looking Forward to Future Complications 


FE seireailaeerapiall of costs of producing goods 
is deprecated by a member of the Controllers In. 
stitute of America as a procedure which would be unfair 
to both present and future stockholders of a given com- 
pany. It would bring about many complications, this 
controller points out, which may have serious effects on 
future operations. 

This commentator refers to the methods used in te- 
flecting costs of current operations by companies which 
during the war operated emergency facilities constructed 
under emergency certificates which, under the presiden- 
tial proclamation of September 29, 1945 were entirely 
written off not only*for tax but for book purposes. This 
leaves such‘companies owning and operating facilities 
having a real postwar value and producing at costs 
which are understated to the extent that depreciation of 
such facilites was eliminated 

It is an interesting point. It deals with a procedure 
which may indeed give rise to complications in the fu- 
ture. 


Trying to Make Price Controls W ork 

r DUSTRY is grappling with the problems presented 
by the Price Control Act, and is drafting proposed 

amendments designed to insure the workability of the 
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Act. Liberalization of profits standards is to be sought. 
Greater incentive for production is the objective. The 
ptogram is an adaptation of the tactics of business to 
the realization that legislative sentiment is strong for 
continuation of price control at least in some modified 
form. 

The search is for a price formula which will retain 
controls and yet end profit limitations, the barrier to 
high employment—a goal difficult to attain and yet 
worth seeking. The proposed amendments would have 
the effect of widening the relief given to industry under 
Executive Order 9697. They would raise the floor under 
industry earnings, liberalize price formulas for recon- 
verting industries by including elements of cost which 
now are not allowed, liberalize standards for relief in 
the cases of individual companies by changing the rules 
covering indirect losses, and permit automatic pricing 
by allowing individual companies to compute their own 
advances in costs and add such increases to the price. 

Many manufacturers do not believe it is practicable 
to end all price controls now. 

This searching for improvements in the present rules 
isa good sign. It is to be hoped that progress in that di- 
rection will not long be delayed. 


Next, Social Security Legislation 


| sini on social security problems are to be- 
gin almost immediately before the Committee on 
Ways and Means of the House of Representatives. They 
will concern themselves first with old age and survivors’ 
insurance, to be followed later by discussions of prob- 
lems in the field of old age assistance, and still later of 
unemployment compensation. The subject as a whole is 
very much alive and it behooves controllers to keep 
themselves fully informed as to the progress of this leg- 
islation. 


Calculated to Inspire Confidence 


pee year it gives us pleasure to call attention to the 
fact that the controller of the Jewel Tea Company, 
Mr. Allen U. Hunt, has been asked to include in the an- 
nual report of his company a statement attesting the cor- 
rectness and completeness of the figures shown in the 
report. Mr. Hunt is a member of the Board of Directors 
of the Controllers Institute of America. 

Usually a company’s annual report includes in the way 
of attestation, only the report of the public accountants 
as to the correctness cf the figures. The number of com- 
panies which ask their controllers to make a statement, 
is small. Their number is increasing at a slow pace, from 
year to year. 

Mr. Hunt's signed statement, entitled “Controller’s 
Report,” read: 

“The balance sheet and income account and earned 
surplus account of Jewel Tea Company, Inc. (a New 
York corporation), are in accordance with and correctly 
ptepared from the books of the company, and, in my 
opinion, fairly state the financial position of the com- 
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pany on December 29, 1945, and the results of its oper- 
ations for the year then ended.” 
It is calculated to inspire confidence. 


The Controller's Authority 


Ma is being written these days about the author- 
ity of the controller. The contribution which was 
made by Warren G. Bailey to the columns of this pub- 
lication, in the February issue, has been rated by many 
readers of this publication as most valuable. Mr. 
Bailey has had wide experience as controller, educator, 
and industrial engineer. A careful reading of his arti- 
cle, as was pointed out when it was published, will 
help to give controllers, finance officers, and members 
of top management a good perspective on modern con- 
trollership. Advances are being made almost daily in 
the practice and use of controllership. Progress is in 
advance of the printed page, and it serves a useful 
purpose when the facts concerning such progress are 
summarized and presented in such form that they can 
readily be grasped by controllers and others in interest. 


Coordination of Wage Increase and Price Rise Not Per- 
missible 


. AY application to the Wage Stabilization Board for 


permission to increase wages is a binding commit- 
ment; an application to the Office of Price Administra- 
tion for a price rise may in due course bring forth an ap- 
proval, a refusal, or a modification. The two may be 
filed simultaneously. That is one of the complexities 
which industry faces under Executive Order 9697. Co- 
ordination is thus not in the picture, and industry will 
be kept in suspense. Intelligent planning of business 
policies is practically impossible under these conditions. 
Business executives can only be patient, and hope for 
improvement. Compilation by controllers of effective 
figure forecasts of results must wait. The best they can 
do is to prepare several tentative forecasts. 


Stubborn Policy—Control Profits 


days esos statement concerning the Office of Price 
Administration and its policies was made recently 
by J. J. Myler, secretary and treasurer of Neisner Broth- 
ers, Inc., of Rochester, N. Y., a member of the Control- 
lers Institute of America, before the National Market- 
ing Conference of the Chamber of Commerce of the 
United States. He said: 

“The restrictive measures of the OPA are causing 
more confusion than they did during the war. With all 
the pent-up demand for goods, OPA continues its stub- 
born policy of attempting to control profits—not price 
only—and in so doing denies customers merchandise 
and delays a return to normal business under the Amer- 
ican system.” 

Constant reiteration may produce results, and break 
the log-jam, before some one is tumbled into the icy 
waters. 

—A. R. T. 
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The life of every person in America, 
regardless of occupation or lack of it, is 
affected, in some way and to some extent, 
by the very existence and activity of labor 
organizations. There can be no doubt that, 
today, there exists a question in the minds 
of many of us as to the value of labor 
organizations in America. There can be no 
doubt that many of us believe that our ap- 
proach to the problem of what to do with 
Labor, and how to do it, has been poor. 

During the war years, we saw govern- 
ment consciously and of necessity consign 
the best of our young manhood to the in- 
describable perils and horrors .of the 
battlefield, while countenancing the re- 
fusal of still other men to go into the 
comparative security of mine, or mill, or 
workshop, in order to produce the sinews 
of war. Since the ending of hostilities, we 
have been treated to 4 pious mouthing of 
trite phrases, a redundancy of melo- 
dramatic nonsense, a smoking of an empty 
pipe of peace by the Big Brass on both 
sides of the table. 

And, all the while, strikes and stop- 
pages multiply, until the people cry aloud 
in the streets, “How long, O Lord, how 
long!” hoping, as it were, for some celes- 
tial remedy for their economic ills. 

In the Book of Proverbs, chapter 30, 
verses 21 and 22, in part, there appear 
these words: ‘For three things the earth 
is disquieted, and for four, which it can- 
not bear: For a servant when he reigneth; 
ae ae kK”? 

Bible commentators are understood to 
have interpreted this passage of scripture 
to refer to the acquisition of power by one 
unaccustomed to it, upon whose caprice 
no superior authority. imposes restrictions, 
whose chief delight lies in the manifesta- 
tions of his authority and not in its long 
range fruits. It is this which disquiets the 
earth. It is this, among other things, which 
the earth cannot bear. 

Some labor organizations, exercising 
control over vast numbers of people are 
like the servant of whom King Solomon 
wrote. 

Without doubt, the Wagner Act has 
made of Labor a privileged class. Its lead- 
ers are thereby armed with unprecedented 
power. It is not subject to anti-trust laws. 
It cannot be sued, collectively. Segments 
of Labor flout legal prohibitions, repeat- 
edly; they seize private property without 
incurring serious risk or undergoing pun- 
ishment; they make agreements, appar- 
ently without intention of abiding by 
them. Occasionally, elements of Labor for- 
cibly deny owners access to, or egress 
from, their own property. Upon occasion, 
they indulge in what some people might 
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call extortion, without hindrance. Clothed 
with immunity from restrictions imposed 
upon other collective activity within the 
body politic, drunk with privilege, these 
elements lash about, heedless and boastful 
of their prowess. They are not content to 
use economic force to achieve objectives 
within the accepted realm of collective 
bargaining, but seek, by means of strikes 
and threats of strikes, to insert themselves 
into the realm of management, to dictate 
management policy, to control profits, to 
assess Management's judgment in matters 
of finance, to regulate prices and kindred 
matters. All this they boldly do without 
recognized effort, on the part of the 
whole, to police itself. 

But, organized Labor has not reached 
its present frame of mind without encour- 
agement by individuals and groups of in- 
dividuals not immediately identified with 
the Labor movement. For ten years, we 
have seen governmental agency superim- 
posed upon agency, each having to do 
with some phase ‘or facet of the labor 
problem, each with its own approach, each 
with its own objectives, each with its own 
rules and regulations, each sometimes in- 
consistent in policy and each sometimes 
in open conflict with the other. ‘Decisions 
of Convenience” have utterly confused 
those upon whose shoulders rests the bur- 
den of creating jobs and of meeting pay- 
rolls. The very agencies of the govern- 
ment which, in the past few years have 
been charged with administering labor 
law, and with the formulation of govern- 
ment policy with respect to Labor, have 
ignored obvious abuse of power by many 
segments of Labor. Yet, they have ac- 
cepted the self-made procedures of Labor 
as sacrosanct and beyond the just powers 
of the people to regulate or correct. 

For ten years, we have noted a policy 
of determination toward recalcitrant man- 
agement and of supplication toward 
offending elements of Labor. For a dec- 
ade, one segment of Labor has been the 
object of solicitous care on the part of in- 
fluential members of agencies of the gov- 
ernment. It has been allowed to believe 





'... A Servant when He Reigneth’ 


it could get what it wanted, if not by col. 
lective bargaining, then by political action, 
Today, it seeks the pay-off, on terms which 
no responsible business man can tolerate, 
As a result, reconversion is seriously 
threatened, merchandise shortages invite 
inflation, reasonable return on invested 
capital is imperiled, chaos impends, 
Strikes, walk-outs, violence in civil affairs 
utter and complete disregard for law and 
order, abound. And, as a result of home 
front demoralization, our overseas service 
men, to what must be the incredulous de. 
light of our recently vanquished foes, pa- 
tade up and down the streets of con. 
quered, as well as allied cities with com- 
plete disregard for discipline and for con- 
stituted authority. 

Alarming? Utterly amazing ? Certainly, 
And, it is these demonstrations of com- 
plete loss of democratic discipline on the 
home front and pride of service overseas 
that we seek to correct by fireside chats at 
home and appeals from generals’ balconies 
in foreign fields. And it is these evidences 
of lack of political and moral courage 
which cause some of us to wonder if we 
are to survive as a responsible and a pow- 
erful people. 

But, let us remember that the govern- 
ment did not create the Labor Unions. 
They originally arose, years ago, out of 
the demand of the workers for relief from 
conditions now universally acknowledged 
to have been intolerable. Even in the ear- 
lier decades of this century, management 
was not always discreet; management was 
not always frank. We, in management, 
upon occasion, hired men, whom we 
ought not to have hired, and failed to fire 
them when opportunity arose. We some- 
times indulged our personal whims and 
fancies, and our likes and dislikes. Once 
in a while, we fired men when we should 
not have fired them, or we paid lower 
rates of pay when higher rates seemed 
both reasonable and possible. At times, 
we assigned men to better jobs without 
adequate increase in compensation. We 
occasionally changed work schedules with 
little or no notice to our men. We some- 





of particular interest. 





“THAT'S CAPITAL’S BUSINESS” 


Those words are part of a statement by a union spokesman when asked how 
“marginal” companies can survive between the demands for higher wages on 
one hand, and price ceilings on the other. Mr. Simpson’s observations, which 
he presented before the January 9 meeting of the Baltimore Control, are ex- 
tremely pertinent and timely in this period of labor unrest. His seven-point 
recommendations as to needed amendments of the Wagner Act should prove 


—THE EDITOR 
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times did things which workmen inter- 
preted as evidence of our assigning to 
them a sort of second class citizenship. 
And, to whatever extent to which we, in 
honesty, must confess error in these mat- 
ters, to that extent have we helped to 
bring into existence, and to maintain as 
entities, these organizations which now so 
greatly beset us. 

The remedy for our ills is not abolition 
of private business, on the one hand, nor 
abolition of labor unions, on the other. If 
we abolish private enterprise, we shall 
pull down the temple of our national 
strength upon our heads, and die. If we 
abolish labor unions, the intolerable con- 
ditions of ancient days will again spring 
up, somewhere, to thwart the hopes of 
those whose wealth is only a skill, or a 
dexterity, or a degree of physical strength, 
and without whose wholehearted loyalty 
our efforts looking towards greater eco- 
nomic security will die aborning. The rem- 
edy for which we seek is neither so sim- 
ple, nor so cataclysmic as “abolition.” 

But, if what we say of management's 
shortcomings is true,—and the record so 
indicates,—we, in management have an 
important part in the devising and appli- 
cation of the remedial process. If we are 
convinced that labor unions, as such, are 
sinister organisms, whose chief delight 
lies in their destructive exercise of unac- 
customed power, we might well remem- 
ber that much the same thing was said 
about business organizations less than 
a score of years ago. Big Business had de- 
lusions of grandeur, too. We have errors 
to correct and pitfalls to avoid. If we have 
not been discreet, let us henceforth be dis- 
creet; if we have not been frank, let us 
hereafter be frank. If we have indulged 
our likes and dislikes, if we have done 
those things which affront the dignity of 
the individual, then, henceforth let us 
cease such suicidal exercise of our prerog- 
atives. We shall never succeed in putting 
out the fire by stoking it with needless 
repetition of error, or petty tyrannies of 
one sort or another. 

Next, Labor, in whole or in part, must 
not continue to clothe itself in the immun- 
ities of a privileged class. It must cease to 
seize private property. It must cease to 
deny the fundamental rights of ownership 
to those who are in disagreement with it. 
It must cease its distinctive political parti- 
sanship. It must recognize the moral law 
as one of its cardinal tenets. All of Labor 
must conduct itself henceforth as an 
agency for good in the body economic. It 
is true that not all of Labor is guilty of 
the offenses of which we complain. Not 
all of Labor is unaware of its responsibil- 
ities. But some of it is guilty. Some of it is 
unaware that the way of the demagogue 
's not the way to more and better jobs, 
higher pay, greater security. And, in the 
absence of successful effort by all of Labor 
to police its recalcitrant parts, all of Labor 
must be subjected to such corrective proc- 


esses as the excesses of its incorrigible 
parts justify. 

To this end, the Wagner Act must be 
amended so that 


1. Its protective provisions shall apply only 
to labor organizations which shall register 
with an appropriate government agency, 
and, by such registration, guarantee, to 
employers who deal with them, such per- 
formance and conduct under their agree- 
ments as is required of one business corpo- 
ration by another. 

2. Its protective provisions shall cease to ap- 
ply in event of any unlawful act or in event 
of any outlaw strike or other breach of 
contract. 

3. Its protective provisions shall cease to ap- 
ply in event of wilful and deliberate mis- 
representations of fact. 

4. Its protective provisions shall apply only 
to those unions which refrain from use of 
such restraints of trade or commerce as are 
denied to organizations not classified as 
labor unions. 

5. It shall provide for personal monetary 
penalties in the event of violation of its 
provisions. 

6. It shall provide for certification of unions 
for periods of longer than one year. 

7. It shall provide for judicial review of the 
composition of bargaining units and the 
conduct of elections, but only in such man- 
ner as will preclude delay in the bargain- 
ing process while preventing decisions of 
convenience. 


Next, the administration of labor law 
by quasi-judicial agencies must henceforth 
be less partisan and more equitable. Gov- 
ernment agencies must cease to interpret 
and apply law in the manner and after 
the fashion of personal prejudices and 
more as Congress specifically directed 
through the media of the words, phrases 
and clauses found in the statutes as en- 
acted. Government must become the ser- 
vant of all of us, not the agent of some 
and the master of others. 

Finally, it is the responsibility of gov- 
ernment to see that no segment of the 
population shall be permitted, by means 
of its monopoly of goods or services, to 
harm the rest of the population. Govern- 
ment has vested Labor with monopolistic 
powers, such as sole and exclusive bar- 
gaining rights, the closed shop, etc. It fol- 
lows then, that Labor must be regulated, 
just as are other monopolies. Labor must 
be subordinated to the control of specially 
constituted, long-tenure, non-political 
agencies, just as is any other form of mo- 
nopoly. If electric power, if transporta- 
tion, if communications, if any similar 
commodity or service is of maximum 
value to the community only when super- 
vised by public agencies and regulated by 
law, how much more is such regulation 
necessary with respect to Labor? The rec- 
ord speaks for itself. 

These are harsh words, doubtlessly in- 
spired, in part, by our resentment at ama- 
teurish attempts to control Gargantua by 
methods requiring a little of everything 
but courage. Having fostered, shielded 
and encouraged these forces whose impact 
is now threatening America’s economic 
destruction, if not the imposition of for- 
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eign ideology upon us all, government is 
not doing its part when it airily waves 
its collective hand and tells the people 
that all that is now necessary to unity and 
peace in America is only to bargain, to 
find the facts, to arbitrate. Nothing in any 
of these processes will correct what would, 
on the part of Business, but does not on 
the part of Labor, constitute violation of 
the anti-trust laws. Nothing in these proc- 
esses will prevent unlawful seizure or for- 
cible denial of access to, or egress from, 
private property. Nothing in these proc- 
esses will prevent what some people call 
extortion, nor prevent nor punish political 
action designed to destroy private enter- 
prise. Nothing in these processes will con- 
vert men of evil intent, who bargain in 
bad faith, to men of good will, who will 
bargain in good faith. These processes 
mean nothing to those who choose to ig- 
nore them. 

If, as a great historian said, “Power cor- 
rupts, but absolute power corrupts abso- 
lutely,” surely the need for courageous ac- 
tion is urgent. We have sown the wind; 
we shall reap the whirlwind unless cour- 
age over-rides political expediency, unless 
votes come last and country comes first in 
our minds and deeds, unless we cease to 
hope others will do for us what we would 
do for ourselves if only we were not 
afraid to be strong in heart. 

Surely, it is reasonable to insist that 
those restrictions placed, by law, upon 
management, shall now be placed, by law, 
upon Labor. Surely it is reasonable to in- 
sist that, if we are to have a contest of 
strength, the opposing forces possess, to 
a reasonably comparable extent, the same 
advantages and the same handicaps. 
Surely it is reasonable to insist that gov- 
ernment cease to act as a partisan of one 
element in the body economic and confine 
itself to protecting any or all of us against 
the rapacity and greed of any one of us. 

We may seek to avoid contact with this 
truth, we may seek to ignore, or even deny 
it, but the fact remains that, unless curbs 
are placed upon the excesses of Labor, un- 
less Labor be regulated as are other groups 
exercising sole and exclusive jurisdictions 
of one kind or another, unless we demand 
and obtain the enactment of just and non- 
discriminatory laws, together with impar- 
tial interpretation and enforcement 
thereof on the part of all branches, and 
agencies, of our government, we shall be 
well along the road to a socialized state. 

The other day, while discussing the 
problem of wage increases, a union 
spokesman was asked whether he recog- 
nized the need for a ceiling on wages, if 
marginal companies were to survive. He 
replied, ‘Of course not. That’s Capital’s 
business. Wages must always rise and if 
Capital can’t meet the demand, let the 
government take over.” 

“For three things the earth is disquieted, 
and for four, which it cannot bear: “For 
a servant when he reigneth; *****” 








Distribution Costs and Research 


for Postwar Operations 


It is widely recognized that, in th¢ field 
of production, management has done a 
fine job. Great progress has been made 
in bringing about improvements in fac- 
tory layout, production methods and con- 
trols. Today American production “know 
how” is the envy of the world. 

In the field of distribution, however, 
comparatively less progress has been 
made. From the standpoint of efficiency 
in operation, distribution still has a long 
way to go to “catch up” with produc- 
tion. Management has barely scratched 
the surface in comparison with what can 
be done to reduce distribution costs or 
increase the efficiency of the distribu- 
tion dollar. 

In terms of over-all costs, approximately 
59 cents out of the consumer's dollar go 
for the services of distribution, while only 
41 cents represent charges to services of 
production. In some industries distribu- 
tion costs are even much higher. These 
figures, together with a great deal of other 
significant information, were brought out 
in a comprehensive study of distribution 
made by the Twentieth Century Fund?! 
a few years ago. From the findings of that 
study, together with other available data, 
it seems clear that a greater opportunity 
for cost reduction is to be found in dis- 
tribution than in the field of production. 

The subject of distribution is receiv- 
ing greater attention today than ever be- 
fore. Going back thirty and forty years 
ago, the chief problems facing business 
management had to do with production 
and capital. In those days, the sales job, 
in comparison with the production job 
then or the sales job of today, was much 
less difficult. As a result, salesmen were 
poorly trained on the whole, and poorly 
paid. With the exception of a few out- 
standing companies, it was more or less 
common practice to send a salesman out 
in the field and leave him “on his own” 
so far as getting business was concerned. 
He would sink or swim, depending upon 
his own ingenuity, ability, and luck. Un- 
der these conditions, as might be expected, 
salesmen’s turnover was high—and costly. 

As the years went by and competition 
for the consumer’s dollar increased, the 
job of the salesman began to receive 
greater attention and respect. Many com- 
panies began to realize more and more 
that they had a substantial investment in a 
salesman and that it was good business to 
nurture that investment by intelligent 


1“Does Distribution Cost Too Much?” By Paul 
W. Stewart and J. Frederic Dewhurst, Twen- 


tieth Century Fund, 1939. 





By Paul W. Atwood 


guidance, training, and direction. They 
began to recognize that the salesman is 
one of the focal points in the entire organ- 
ization and that he should be backed up, 
made an integral part of the team, and 
given the tools with which to work. 

Mote recently, the war itself has given 
great impetus to the task of increasing 
sales effectiveness and bringing about im- 
provements, if possible, in the whole dis- 
tribution structure. During the war years 
when the “‘sales clock was stopped,” num- 
erous companies took advantage of the op- 
portunity to analyze and study their dis- 
tribution practices in the light of past 
experiences and future problems. They be- 
gan to question many activities that had 
become more or less accepted practice in 
the past. They began to search for better 
ways and means for distributing their 
goods and services and for distribution 
programs that would reduce costs, provide 
goods at lower prices to customers and, 
at the same time, produce satisfactory 
profits. 

Those engaged in marketing and dis- 
tribution research have seen a great deal 
of this since victory was assured. Today 
many organizations, both large and small, 
are actively using distribution research for 
the first time. They have found a new tool 
for use of management in improving dis- 
tribution operations. 

In considering the subject of distribu- \ 
tion costs, it is important to bear in mind 
that it is not so much a matter of cost re- 
duction as cost control. In fact, it is very , 
necessaty at times to increase expenditures 
along certain lines in order to carry out 
specific objectives which are tied in with 
a sound management policy. Thus, an im- 
mediate dollar cost increase may produce 
an ultimate reduction in the proportion of 


total cost chargeable to distribution. The 


important thing is to have an accurate 
knowledge of distribution costs, to scruti- 
nize such costs carefully and to evaluate 
them in terms of their long time objec- 
tives and results. / 

There is a distinct danger in starting 
out with the objective of wielding the axe 


and ¢utting distribution costs. Such an ap- 
pone may result in hasty action of some 

ind that will seriously impair operations, 
Professional people engaged in this type 
of work frequently see examples of such 
action, shia by individuals who have 
worthy intent and objectives but who lack 
essential training and experience. One 
such example is the step taken by one 
company arbitrarily to “throw out” a 
large proportion of so-called small cus. 
tomers which accounted for what was 
thought to be a disproportionately large 
share of sales effort Be eve expense in 
relation to the actual business obtained, 
While the objective was sound, the execu- 
tion of the plan was faulty due to the fact 
that insufficient study was made of the ac- 
counts being served, with the result that 
many discarded accounts, while small in 
terms of business actually received in the 
past, were potentially very important. The 
results of this action, while not disastrous, 
were highly costly in that it required years 
of intensive effort and expense to undo 
the harm that had been done. Such unfor- 
tunate occurrences are costly and unneces- 
sary and can be avoided by adequate study 
and research. 

What can be done to improve distribu- 
tion operations and reduce costs? The an- 
swer to this question is not simple. There 
is no magic answer, no formula that will 
apply to all companies, even to companies 
within the same industry. Every company 
is different, with individual peculiarities, 
background, and type of operation. There 
are, however, certain fundamentals in 
thinking that can well be applied to most 
companies. Suggestive as a general ap- 
ser to the subject are the following 

road steps, reviewed briefly. The list is 
not complete, but it does outline some of 
the most important ones which have 


\ proved successful in the experience of the 
| organization of which the writer is a mem 


ber. This experience covers a wide range 
of both consumer and industrial goods. 


1. A Thorough Knowledge of the Market 
One of the basic fundamentals in any 





& Associates, New York. 





CONTROL VS. REDUCTION 


In considering distribution costs, Mr. Atwood emphasizes, cost control is more 
important than cost reduction. The important thing, says the author, who pre- 
sented this paper before the October 29, 1945, meeting of the Rochester Con- 
trol, is accurate knowledge of distribution costs and their evaluation in terms of 
long range objectives and results. The author is senior partner of Stewart, Brown 


—THE EDITOR 
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distribution improvement program is a 
thorough and accurate knowledge of cus- 
tomers and potential customers—who they 
are, where they are, their relative impor- 
tance potentially, their needs, likes and 
dislikes. This is true not only in the case 
of the so-called consumer products such 
as household appliances, wearing apparel, 
food and drugs but also industrial prod- 
ucts such as electric motors, internal com- 
bustion engines, steel and a multitude of 
other products sold to industry. By far the 
greatest amount of market research work 
done so far has been in the field of con- 
sumer products. While a rapidly mount- 
ing interest in research in the industrial 
goods distribution field has been devel- 
oped in the last few years, a great deal of 
spadework remains to be done. 


2. Sound Plan. for Territorial Develop- 
ment 

Once the market is clearly defined as to 
size, character, and location, it is possible 
to establish a plan of territorial coverage 
and development in accordance with sales 
potentialities and to distribute manpower 
and sales effort on a fair and equitable 
basis. In this connection, as we all know, 
markets change from time to time and it 
is necessary to revise territories and sales 
emphasis accordingly at periodic intervals. 


3. Careful Selection of Salesmen 

If it is recognized that the salesman 
represents a substantial investment on the 
part of the company in time and money, 
then obviously the selection of the indi- 
viduals who are to become salesmen is of 
paramount importance. Most companies 
are today giving far greater attention to 
the selection of salesmen that in former 
years. Many have found aptitude tests of 
various types useful as a means of supple- 
menting judgment and eliminating un- 
necessaty prejudice so far as possible in 
the selection of applicants. 


4, Effective Program of Salesmen’s Train- 
mg 

At the present time, increased interest 
and attention is being given to salesmen’s 
training programs for both new and old 
salesmen. This emphasis on salesmen’s 
training is long overdue and one that has 
been neglected too often by a great many 
companies in past years. The experience of 
some companies with training programs 
has proved conclusively the value of such 
work, if properly executed, in the distri- 
bution program. 


5. Practical System of Sales Control 

_In order to keep the management in- 
timately informed on all phases of sales 
activities, it is essential that vital infor- 
mation be available at all times through 
an effective system of sales control. This 
does not mean “regimentation” of sales- 
men’s activities. On the contrary, it means 
helping a salesman plan and carry 
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through his job more effectively. Through 
simple yet practical sales records it is pos- 
sible to provide greater teamwork in di- 
recting sales efforts along the most effec- 
tive channels, in providing a “red flag” or 
danger signal whenever some condition 
exists that requires immediate attention, 
and in providing a perspective over sales 
—— By these means every member 
of the sales force is enabled to measure 
the results of his efforts at periodic inter- 
vals, not merely in terms of volume but 
on the basis of a balanced, constructive 
sales program. 


6. Incentive Plan for Salesmen’s Compen- 
sation 

Another phase of the distribution pro- 
gram that is receiving increased attention 
at the present time is salesmen’s compen- 
sation. In past years, many organizations 
have gone along from year to year with a 
plan of paying salesmen on a straight sal- 
ary basis. Others have held strictly to a 
straight commission basis and others have 
worked out various plans involving base 
salary plus commission on volume, per- 
centage of profits, or some bonus arrange- 
ment. In general, there appears to be a 
trend away from straight salary and away 
from straight commission toward some 
form of incentive plan that assures the 
salesman of a nominal base income, in 
good months or bad, and yet provides an 
opportunity to realize earnings in accord- 
ance with results accomplished. 

Needless to say, a considerable amount 
of analysis work should go into the de- 
velopment of a compensation plan and 
every plan should be thoroughly tested 
out under varying conditions and at dif- 
ferent levels of volume and profits before 
actually put into use. Experience shows 
that a sound incentive plan can be a very 
worthwhile tool in increasing salesmen’s 
effectiveness. 


7. A Wise Selection of Distribution 
Channels and Sales Outlets 

For manufacturers who sell through 
wholesalers, retailers, of other resale out- 
lets, it is essential to have factual informa- 
tion on which to base judgment in the 
selection of the right distribution chan- 
nels and types of outlet. Many examples 
can be given where research has pointed 
the way to lower costs through changes in 
distribution methods. 

Furthermore, it is not always a matter 
of following one rigid policy in all areas. 
For example, in a recent study for a man- 
ufacturer of industrial products who was 
selling through distributors throughout 
the country, it was found less costly and 
highly advantageous for other reasons to 
sell direct in certain large metropolitan 
areas while continuing to sell through dis- 
tributors in medium size and smaller cities 
throughout the country. In another case, a 
direct sales organization was set up to 
cover industrial sections in selected geo- 
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gtaphic areas, as defined by the market 
study, while commission representatives 
were used to cover other sections (mostly 
the South and West) where the market is 
scattered over large territories. Such 
changes can and do produce real savings 
in distribution costs as well as increased 
sales effectiveness. 


8. Effective Teamwork With Trade Out- 
lets 

Research has uncovered the need in 
many cases for more effective teamwork 
with trade outlets and sales representa- 
tives, involving such things as the educa- 
tion and training of retail sales people, 
more effective use of national advertising 
in direct sales efforts, and various mer- 
chandising plans for improving the job. 


9. Effective Program of Advertising and 
Promotion 

As we all know, advertising has been a 
target for many years as being one of the 
chief factors contributing to distribution 
waste. Unquestionably, there have been 
many wastes in advertising; yet research 
has contributed very substantially in the 
past to the elimination of such wastes and 
is doing so today. Advertising is merely 
a tool in the distribution program, and 
research can go a long way in helping 
make the use of this tool more effective 
and more economical. 

There have been many cases where the 
work of the sales force has been in one 
direction while advertising has been some- 
thing a and apart. Obviously, 
the more effectively direct sales efforts and 
promotional activities can be coordinated, 
the more economical and effective will be 
the over-all job of distribution. 


10. Continuous Product Development 

Products, like other elements in the 
economy, are not static. They are never 
perfect; they are always subject to con- 
tinuous improvement and development. 
Many companies have used research in a 
highly successful way as a means of im- 
proving existing products, developing 
new uses for existing products, eliminat- 
ing slow-moving items, and developing 
new products. 


11. Accurate Knowledge of All Costs of 
Distribution 

Controllers, of course, will agree on 
the importance of this point. But, it 
should be emphasized that not only 
should distribution cost data be readily 
available, but such information should be 
presented in proper form for management 
to use. Most sales executives are not in- 
clined to study over large statistical tables, 
and it is important that cost data be pre- 
sented in a form for simple and easy use. 


12. Knowledge of Distribution Costs in 
Industry Wherever Possible 


Many industries, through associations 
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or other groups, are today exchanging in- 
formation on distribution costs. In other 
industries such information is more diffh- 
cult to obtain. Whenever possible it is al- 
ways advantageous, of course, to compare 
costs with those of other companies in the 
industry having similar problems. 


13. Budgetary Control Over All Distri- 
bution Expenses 

It is surprising many times to find com- 
panies which carry out a system of bud- 
getary control quite extensively in pro- 
duction operations but apply it only in a 
limited way to distribution activities. Ex- 
perience shows that very worthwhile re- 
sults can be accomplished with effective 
budgetary control in the distribution pro- 
gram. 


14. A Sound Organizational Structure 
Nothing will replace capable and 
trained manpower to direct and supervise 
the distribution job. Even though the pro- 
gram is sound and the objectives are well 
laid out, the program cannot succeed as it 
should without adequate manpower and a 
sound organizational set-up. Furthermore, 
it is essential that there be a clear under- 
standing of such duties and responsibili- 
ties on the part of everyone concerned. 


15. Effective Coordination Between Sales 
and Production 

In some companies sales and production 
departments have been at loggerheads, 
with sales personnel having little under- 
standing of production problems and pro- 
duction personnel giving insufficient at- 
tention to the difficulties of the sales force 
and the needs of customers. It is too much 
to expect that either the sales force or the 
production personnel could ever fully ap- 
preciate the position of the other; never- 
theless, there must be understanding and 
teamwork between the two groups in or- 
der that each may contribute effectively to 
the business as a whole. 


16. A Sound Management Policy In Dis- 
tribution 

In addition to the points mentioned 
previously, there are other problems which 
may be considered under the broad head- 
ing of distribution management policy. 
Successful conduct of any business over 
the long pull dictates that such policies be 
established on the basis of factual infor- 
mation and accurate knowledge of the 
situation involved. For example, many 
companies are faced with the problem as 
to whether to sell the chains, whether they 
should integrate in any way with other 
factors in the industry, whether mergers 
with other companies might prove mu- 
tually beneficial, etc. These and other 
problems lend themselves to intelligent 
research as a means of providing factual 
information that will aid in arriving at 
the right decision. 
In the search for improved distribution 
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practices, controllers have an important 
responsibility. Among their most impor- 
tant functions is the job of scrutinizing ex- 
penditures and evaluating results. In this 
connection it is important to bear in mind 
that marketing research has had only a 
relatively short time in which to develop 
its opportunity and that, as yet, there are 
no widely accepted standards of compe- 
tency in this field. For that reason, caution 
should be exercised in approving expen- 
ditures for research until there is some as- 
surance that the individual or the organ- 
ization selected for the work is fully qual- 
ified to do the job. 

In the event that new personnel is to be 
employed for research work, a careful 
checkup should be made of the experience 
and ability of the individual or individuals 
being considered. Likewise, if considera- 
tion is being given to outside counsel, a 
careful checkup should be made of the 
various organizations in the field before 


making any definite arrangements. If pos. 
sible, a personal visit should be made to 
their respective places of business in order 
to get a first-hand picture of the type of 
personnel employed, their thinking, their 
facilities for obtaining factual informa. 
tion, and their operations in general. It is 
always advantageous, also, to talk with 
some of their clients and find out as much 
as possible about what actually has been 
accomplished in the work they have done. 

It should be remembered above all, that 
the answer to improve distribution opera- 
tions can be arrived at ordinarily onli 
hard work, study and analysis, whether 
done by company personnel, by an outside 
organizatiog, or both. Any short cut is a 
risky business. The experience of many 
companies over the years shows that in- 
telligent marketing research, carried out 
by trained and experienced people, and 
applied along the right lines will pay real 
dividends. 


SEC Reports Corporate Capital 
Reaches New High 


The net working capital of American 
corporations, exclusive of banks and in- 
surance companies, reached a new high 
record of $50,900,000,000 in the third 

uarter of last year, it was disclosed by 
the Securities and Exchange Commission 
in its regular quarterly analysis. 

The commission said that working cap- 
ital increased $2,900,000,000 in the quar- 
ter, the greatest gain on record, a at- 
tributed the gain to retained profits and 
tax refunds. Tax refunds contributed 
about $1,600,000,000 and profits almost 
$1,100,000,000. The remainder of the in- 
crease represented a rise in long-term 
debt. 

Working capital at the end of the 
period, as in previous quarters, was in 
extremely liquid form, with both cash 
and Government securities accounting for 
a substantial portion, according to the 
commission. The ratio of cash and Gov- 
ernment securities to sales, a rough meas- 
ure of liquidity, rose again and is far 
above pre-war levels. 

Total current liabilities declined sharply, 
whereas total current assets were prac- 
tically unchanged, the SEC said. The 
greatest change in any of the items of 
current assets and liabilities was the 
$1,900,000,000 increase in cash on hand 
to a record total of $25,700,000,000. 

The commission said this increase was 
wholly offset, however, by the $1,600,- 
000,000 decrease in Government securi- 
ties to $20,600,000,000. On the liabilities 
side, Federal income taxes were $14,- 
600,000,000 on Sept. 30, off $1,800,- 
000,000, the first substantial drop since 
1938. 

Receivables from the Government and 
other notes and accounts receivable were 


down $800,000,000 and $100,000,000 
respectively, according to the SEC, while 
advances and prepayments by the Gov- 
ernment and other notes and accounts 
payable declined $20,000,000 and $700,- 
000,000. Corporations also added $200,- 
000,000 to their inventories and $300,- 
000,000 to other current assets and te- 
duced other current liabilities by $300,- 
000,000. 

The refunds provided for by the Tax 
Adjustment Act of 1945 were not fully 
reflected in the reports for the end of 
September, the commission said. Of the 
$2,500,000,000 of postwar credits in re- 
fundable taxes outstanding on June 30, 
1945, $1,200,000,000 representing te- 
fundable 1944 and 1945 excess-profits 
taxes, became immediately deductible 
from current income tax liabilities, the 
remaining $1,300,000,000 becoming pay- 
able on Jan. 1, 1946. 

The commission said that while these 
refunds reflected by companies in their 
financial statements will in general be 
realized within one year and therefore, 
may be considered current assets, not all 
of them were so treated in the Sept. 30 
reports. 

In addition to $2,500,000,000 of post- 
war credits in refundable taxes, the com- 
mission estimated that there would be 
close to $2,000,000,000 of refunds due to 
final amortization of emergency facilities 
and an indeterminate amount due to carty- 
back of losses and unused excess-profits 
credits. * x 

Servicemen returning to the A. E. Staley 
Manufacturing Co., Decatur, Illinois, it is te 
orted by Industrial News Service, not only 
ound their jobs waiting, but some learne 
they had been promoted in pay rating while in 
service. 
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What Management expects from the 
Controller, and what the Controller is 
capable of supplying to Management, de- 
pends fundamentally upon, first, the size 
of the enterprise; second, the structure of 
the Management Group within the enter- 
prise itself, and, third, the qualifications 
of available officials who are a part of 
Management, as it may be that certain 
activities can effectively be conducted un- 
der the leadership of a particular Com- 
pany official. 

It has been fairly recent that the Con- 
troller has become one of the four major 
operators of business. He is flanked by 
Engineering, Manufacturing, and Sales, 
and his functions are supplemented by the 
Treasurer's functions. 

The Controller has become important 
as business has grown through its various 
stages of individual proprietorships, gen- 
eral and limited partnerships, coopera- 
tives, and mutual-profit sharing associa- 
tions, and into our present variety of 
corporation types. 

The title of Controller has been con- 
spicuously absent in all but the corporate 
type of enterprise, and it has been within 
recent times only that corporations in the 
main have included the title of Controller 
in their organizations. Today, of course, 
the Controller is recognized broadly as a 
very important officer in all businesses of 
any size and complexity. 

The growth of business from small and 
rather simple operations, employing few 
people, into large enterprises employing 
hundereds, thousands, tens of thousands, 
and in some instances hundreds of thou- 
sands of persons, carries with it a greatly 
increasing number of activities. 

New office machines; better ways of 
doing accounting; new methods of direct 
and indirect taxation, and many other 
things of importance render impossible 
proper performance without the assistance 
of a special kind of specialist, the Con- 
troller. 

It was not so very long ago that the 
greatest effort was expended in production 
and sales as opposed to the recording end 
of the business. This could well be done 
because the various enterprises were 
small, taxes were simple, and largely ap- 
plicable to the commodity itself, and 
there was little paper work to be done 

ause rapid and long-distance trans- 
portation facilities were lacking and dis- 
tribution was extremely limited. There 
Were no such things as taxes on payrolls, 
taxes on stocks and bonds, and the various 


What Management Expects from 
the Controller 


By R. C. Cosgrove 


payroll deductions as we know them to- 
day. Just think of the present deductions 
for Social Security; deductions for Group 
Insurance; Credit Union deductions ; War 
Bond deductions; Employee Purchase 
deductions; Hospitalization deductions; 
capital stock tax; manufacturing taxes; in- 
jury and other compensation taxes and 
deductions with which the modern busi- 
ness enterprise is confronted. 

The size and nature of the business 
frequently determine whether or not the 
organization will have a Controller. A 
small Company will often assign the func- 
tions usually performed by a Controller in 
a large business to the Treasurer, who by 
the very nature of his duties is able and 
properly situated to handle such functions 
in the absence of a Controller. Ordinarily 
the affairs of smaller firms are sufficiently 
simple to permit this dual responsibility 
without injury to the internal affairs of the 
Company, or it may be that because of 
the size of the business some of the func- 
tions required of a larger business are not 
required in the smaller business. The head 
of the smaller business is more familiar 
with details and applies himself to these 
details and doesn’t have the responsibil- 
ity of leadership in many other directions 
which falls to the head of the larger Com- 
pany. 

For example, the small Company has 
little need of a Procedures Section, whose 
primary duties are to control forms and 
procedures. In larger companies this is a 
very important activity, and requires con- 
stant modification and able supervision. 
Many people in the larger company must 
be kept informed, and often these people 
are situated at extreme distances from the 
point at which the activity originates, or 
is carried on. 

It is not uncommon to find the duties 
of a Controller shared by a Treasurer, an 
Office Manager, or an Auditor, with the 


latter two individuals reporting directly to 
the Treasurer. 

This type setup frequently results in 
consolidation of the Office Manager and 
Auditor into the office of Controller with 
lines of organization running directly 
from the Controller to the President, or 
General Manager. 

Some times it is not possible to assign 
all of the duties to a Controller which 
should be vested in him. For example, it 
may be that tax matters, which should be 
the responsibility of the Controller, for he 
is in receipt of all necessary data and in- 
formation which enables him properly to 
protect the company’s interest, are better 
handled by the Treasurer, who may have 
had years of experience in doing this 
work, and who may be doing a very effi- 
cient job of it, and to transfer this respon- 
sibility may be difficult from an organiza- 
tion standpoint. Then, too, the Controller 
of an organization may not be as able on 
methods and procedures as some other 
individual who has been trained in mod- 
ern methods and procedures work. 

Here Management has the responsibil- 
ity of getting itself the type Controller 
who is qualified, or if the business is large 
enough to have capable individuals report- 
ing to him on these matters; or the head 
of the company may, in his judgment, feel 
that the distribution of these functions as 
they exist are being handled in the best 
manner possible, and so continues to go 
along on this modified basis. 

In general this is a brief background for 
what I want to say about the subject, 
“What Management Expects From The 
Controller.” 

There is such a great variety in the size 
and types of businesses, and in the size 
and types of top management of these 
businesses, and in the ownership and con- 
trol of the businesses, which all have such 
a major bearing on how big the Controller 








MANAGEMENT'S EXPECTATIONS ARE HIGH 


As vice-president and general manager of the Crosley Corporation, Mr. Cos- 
grove summarizes the four points which he requires of his controller as follows: 
financial control, knowledge of pending or present laws, an active role in over- 
all management and, finally, proper organization and administration of the 
controller’s department. In succeeding issues, it is planned to present other views 
on this subject to supplement these, which were developed by Mr. Cosgrove for 
an address before the January 8 meeting of the Cincinnati Control. 
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can be; what functions he can perform to 
the advantage of the business, and_his 
general overall contribution to the success 
of the activity. 

It is going to be necessary for me from 
here on to speak as an individual, having 
the general management responsibility of 
a manufacturing business which has ap- 
proached one hundred million dollars a 
year, and which in these peacetime years 
will exceed fifty million dollars a year, 
and we hope in the years to come will ex- 
ceed one hundred million dollars, which 
was our best previous wartime year. 

I, personally, feel the Controller is a 
very important individual in our business, 
and we have a very able one. Our Control- 
ler sits in all Management Meetings, and 
is a part of Top Management. He is 
brought into many situations which in 
other companies the Controller does not 
participate. 

The Controllers’ Institute has set up the 
functions and the responsibilities of the 
modern Controller, and I think you are 
all familiar with them. Here is my think- 
ing with regard to the Controller in our 
Company : 


FINANCIAL CONTROL 


1. I expect my Controller to maintain 
absolute and daily control over the finan- 
cial opérations of the Company. No Com- 
pany can exist in the highly competitive 
businesses in which we are engaged at 
Crosley, which are radio, in all its phases; 
household and other refrigerators ; kitchen 
cabinets and sinks; laundry equipment; 
electric and gas ranges, and other prod- 
ucts manufactured in a number of plants; 
many items purchased outside ; distributed 
through many channels of distribution in 
this country and abroad, together with 
manufacturing activities abroad, without 
a very close and heavy hand on the funds 
that are available; how they may be spent, 
and what is happening in their expendi- 
ture. To assist Management in this prob- 
lem, budgets and appropriation account- 
ing give Management most of the cost 
control necessary. 

I expect my Controller to establish bud- 
gets for every possible expenditure and 
activity. I expect my Controller to set up 
appropriation accounts which are work- 
able, and I want to feel confident that 
these budgets and accounts are being re- 
ligiously followed, and if they not being 
followed I want them brought to my at- 
tention in time so that I can do something 
about them. I want all of the information 
and I want the facts concisely and in un- 
derstandable form so that a prompt and 
intelligent decision or program can be 
made. 

I recognize that budgets (that is, work- 
able budgets) in view of the present-day 
hazards are difficult to establish. For ex- 
ample, it is difficult to establish a budget 
for our Purchasing Department because 
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they buy from several thousand suppliers, 
many of their products being under Gov- 
ernment price ceilings, and many of these 
price ceilings are not yet determined. We 
are facing continually increasing labor 
rates and other increases and changes in 
costs which almost occur daily. 

I recognize this difficulty in establishing 
these budgets, but I must have them, and 
I must have them based on the best avail- 
able information at the time, not only as 
to the existing situation, but what the 
future situation by time increments is li- 
able to be. We must have that kind of a 
view of what we are facing in order to 
plan intelligently. We will change those 
budgets when changes occur in the facts. 

My Controller must consider each 
budget in relation to the overall company 
situation, and for that reason he must 
carefully scrutinize each budget submitted 
to him by the various departments and ac- 
tivities and determine whether or not it 
falls in line with the program for the Cor- 
poration as a whole. 

He must be satisfied that the entire 
budget program is reasonable, and in the 
event that any particular item of budget 
appears high I expect him to express his 
views clearly and forcibly, together with 
substantiating facts, and in a diplomatic 
way telling our Operating Vice Presidents 
that the budgets must be revised in line 
with the general management program. 

I expect my Controller to be familiar 
with any contract which carries with it 
financial commitments. This does not 
mean that he must have a legal back- 
ground, as we employ adequate legal 
counsel, but the Controller is dollar con- 
scious; he possesses broad knowledge of 
the entire business because he sits in the 
Management Meetings, and God has, or 
should have provided each Controller with 
common sense, which when analyzed ef- 
fectively may mean the difference between 
a sound, reasonable contract, and one that 
is not desirable. 


Laws AND PROFITS 


2. I expect my Controller to keep me 
informed on pending legislation or on 
legislation which may affect our profit. 

The head of a business is not always 
adequate on his knowledge of taxes and 
laws relating to finance, and the Control- 
ler in our Company is expected to keep 
me informed of financial laws which have 
a bearing on our profits. 

I consider it the Controller's job to be 
informed through Government issues of 
information and private sources as will 
enable him to keep on top of any laws, 
state or federal, which influence our Com- 
pany’s profits. 

3. I expect my Controller to take an 
active part in the overall management of 
the business by contributing his thinking 
on matters of policy and methods and, 


again, that thing we call “horse sense” or 
money sense. 

The sales and promotional end of the 
business is a dramatic and often an emo. 
tional type of business, particularly in our 
kind of business. Our advertising appro. 
ptiations are large—over a million dollars 
a year; our appetite for business is a big 
one; our Management is commercially. 
minded because we are in the consumer 
types of business; our commercial people 
are optimistic, and must be; they have 
imagination for which “Thank ' God” 
however, they need a Controller to relate 
programs and plans to the ability to ab. 
sorb the cost. 

In the Engineering Department the te. 
search people and engineers are never sat- 
isfied, and for that “Thank God!” also; 
that is their nature and they are continv- 
ally improving, developing, researching, 
creating, and at times need a fairly heavy 
hand to relate the many activities of the 
Engineering Department to the realities 
of getting that money back. Here again 
I depend upon the Controller as at one 
time being conservative but liberal and 
imaginative through understanding our 
type of business, and understanding our 
position and opportunities through attend- 
ance and participation in our Management 
Meetings. 

The Controller, however, in our com- 
pany must view the program from the dol- 
lar viewpoint, consider the other pertinent 
angles, and then speak his mind with his 
thoughts on profit. He can help me with 
his facts and figures in measuring the per- 
fection of the engineer, and the optimism 
of the salesman, and thus insure a better 
decision than otherwise. 

I expect my Controller to assist me in 
formulating Management policy in gen- 
eral, whether it has to do with sales, pro- 
duction, engineering, industrial relations, 
or other areas of our business. Due to the 
nature of his activities the Controller is 
more familiar with all operations of the 
business than any other individual. That 
knowledge is of value, and I need it the 
same as any other member of the Manage- 
ment Group needs it in rendering sound 
judgment on policy matters. 

The Controller, however, must use tact, 
and be sure of his facts in working with 
other departments and groups. He must 
be a selfless type individual always opet- 
ating in the direct. interests of the Com- 
pany. 

ADMINISTRATION 


4. I expect my Controller to organize 
and administer his department in a maf- 
ner that assures all enetions under his 
control being perfectly performed. 

I hold my Controller responsible for 
the efficient operation of all activities fall- 
ing under the heading of office manage 
ment. It is his job to see that mail is de 
livered and collected promptly through: 


(Please turn to page 162) 
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The purpose of an Accounting Manual 
should be to establish uniform accounting 
principles and procedures to serve as a 
guide in their uniform application in the 
pteparation of financial and cost state- 
ments required by an organization. In the 
preparation of an Accounting Manual, 
there are, of course, a number of things 
which should be taken into consideration 
at the outset. 

Of primary consideration should be the 
determination of the accounting require- 
ments of the organization for which the 
Accounting Manual is being devised. 
This would involve, among other things, 
a study of the type of business in which 
the organization is engaged, and of meth- 
ods of cost finding which might be best 
suited to meet the requirements of man- 
agement. Moreover the statutory require- 
ments in the territories in which the busi- 
ness is transacted should be taken into 
consideration. 

After the characteristics of the organi- 
zation have been studied, it will then be 
possible to determine the scope of the 
Manual, such as whether it should be ex- 
tended to include departmental operating 
accounts and Cost reports or whether it 
should be limited to procedures covering 
the main balance sheet and income ac- 
counts; also, whether the instructions 
should be detailed or general in nature. 

It is important that care be exercised 
in selecting experienced accounting per- 
sonnel who are capable of writing instruc- 
tions in a clear and concise manner. Col- 
lectively such a group should have a 
thorough knowledge of the various opera- 
tions of the business. 

In the formulation of the Accounting 
Manual outline, provision should be made 
for a foreword, including general com- 
ments and definitions; an index of the 
accounts classified in the order in which 
desired for Balance Sheet and Income 
statement purposes; and for the text of 
the procedures which may be further sub- 
divided into the various phases of the 
subject matter to be covered. 

Of course, in writing the text of the 
accounts due weight should be given to 
the existing accounting system, procedures 
and practices of the organization and, 
where such procedures are consistent with 
sound accounting principles, they should 
be incorporated in the Manual to avoid 
unnecessary changes. 

Much repetition may be avoided in the 
text of the accounts by providing general 


Preparation and Maintenance 
of Accounting Manuals 


By L. C. Stevens 


comments preceding certain groups of ac- 
counts, such as current asset accounts, in- 
vestments, and such, and the accounts 
should be so grouped wherever practicable 
to take advantage of this approach in 
writing the Manual. 

In designing the Financial Statements 
and in writing the procedures for their 
preparation, it will be necessary to in- 
corporate certain features to meet the re- 
quirements of the Securities and Exchange 
Commission and the New York Stock 
Exchange. 

It should be recognized that regardless 
of how much care is exercised in plan- 
ning and preparing the Manual, revisions 
will always be necessary in order to clar- 
ify, modify, or expand certain proce- 
dures; therefore, it is highly desirable at 
the beginning to delegate to capable ac- 
countants the responsibility for keeping 
the Manual up to date. 


COMPLEXITIES VARY 


The complexities in the preparation 
and maintenance of an Accounting Man- 
ual vary, of course, with the size of the 
organization. However, the basic features 
which I have just outlined, would gen- 
erally apply to all types of organizations. 
Perhaps the basic features for a large or- 
ganization can best be illustrated if I 
briefly describe how our Manual came 
into existence, its objectives and the 
procedures followed in keeping it up to 
date. 

Before the Securities and Exchange 
Commission came into existence our re- 
quirements for annual reports to stock- 
holders were rather limited. Conse- 
quently, the information and factual data 
submitted by the affiliates for that pur- 
pose were, more or less, in condensed 
form and did not require a voluminous 
set of instructions. 


During the last ten years or more, 
however, the trend in accounting has been 
toward more detailed and comprehensive 
reports. This change was attributable to 
the desire of accountants to meet the 
needs of management in its control of 
Operations, to comply with the require- 
ments and suggestions of the Stock Ex- 
change for adequate disclosures to stock- 
holders, and to try to cope with the ever- 
increasing demands of governmental 
bodies, such as the Interstate Commerce 
Commission, State Public Utility ‘Com- 
missions, and the Securities and Exchange 
Commission. Realizing this trend and an- 
ticipating its further development, we saw 
the need for an Accounting Manual 
which would insure uniformity and con- 
sistency in the financial accounting and 
cost finding methods of all companies 
within the organization, as well as the 
standardization and arrangement of the 
details of financial statements and sched- 
ules to be submitted to the Head Office. 

In our large organization, where super- 
vision of various phases of accounting 
work was, of necessity, delegated to a 
large number of employees in offices all 
over the world, it was essential to issue 
written instructions. Through these in- 
structions our employees gained a thor- 
ough knowledge of the accounting prin- 
ciples and procedures prescribed uni- 
formly for all affiliated companies. These 
instructions were made as complete and 
understandable as possible to obviate 
questions concerning differences of opin- 
ion as to the proper accounting treatment 
to be accorded the transactions involved, 
particularly in foreign countries where 
accounting procedures are frequently at 
variance with those practiced in this coun- 
try. 
Accordingly, we undertook the prepa- 
ration of the Accounting Manual in the 
early part of the year 1933. It was com- 








MANUALS MUST BE REVISED! 


Many an accounting manual has blossomed forth with high hopes only to be 
blighted over a period of time because it was not kept alive by regular checking. 
How one prominent company meets this problem is described herein by Mr. 
Stevens who presented this material at a joint conference meeting, in Pitts- 
burgh, of the Pittsburgh Control of the Controllers Institute of America and the 
Pittsburgh Chapters of the National Association of Cost Accountants and the 
Pennsylvania Institute of Certified Public Accountants. Mr. Stevens is Assistant 
Comptroller of the Standard Oil Company of New Jersey. 


THE EDITOR 

















144 


pleted in time to become effective as of 
January 1, 1934. The accounting proce- 
dures were written in collaboration with 
our independent public accountants and 
representatives from accounting depart- 
ments of various affiliated companies. 
These representatives were selected on the 
basis of their knowledge of accounting 
and practical experience in specific activi- 
ties of the business, such as Producing, 
Refining, Shipping, Marketing and other 
phases. , 

Our objective has been to obtain a 
greater degree of uniformity (1) in 
account classifications to facilitate the 
preparation of consolidated financial state- 
ments and supporting schedules in con- 
formity with the requirements of govern- 
mental regulatory bodies and (2) in 
departmental cost finding procedures to 
meet the needs of operating management. 


Four MAIN SECTIONS 


Our Accounting Manual consists of 
four main sections, namely: (a) Balance 
Sheet Accounts, (b) Income Accounts, 
(c) Financial Statements and Schedules, 
and (d) Foreign Exchange. The Manual 
is supplemented by departmental sub- 
account sections containing complete and 
detailed descriptions of specific sub-ac- 
count classifications underlying the main 
accounts. It is also supplemented by de- 
tailed instructions covering the prepara- 
tion of statements of costs and expenses, 
as well as special profit and loss and oper- 
ating reports for certain departments. 

The procedures prescribed by the Man- 
ual are predicated on accepted accounting 
principles and practices. However, it has 
been necessary to deviate from these pro- 
cedures in certain instances in order to 
comply with uniform systems of accounts 
and orders promulgated by regulatory 
bodies, such as the Interstate Commerce 
Commission and State Public Utility Com- 
missions. In these cases, the affiliated com- 

anies reconstruct their accounts on the 

Eat of comparative charts provided in 
the Manual to conform such accounts to 
our Manual account classifications. 

A reader of our Manual would note 
that it is written in a rather formal and 
precise style. This was necessary in order 
to avoid misinterpretations so far as pos- 
sible and to facilitate the translation there- 
of into foreign languages. Translations 
into French, German, Italian, Spanish and 
Portuguese have been made for the benefit 
of our employees in foreign territories. 

While a number of accounting terms 
are defined in the foreword of the Man- 
ual, it is planned to augment the list to 
cover definitions of operating terminology 
which is frequently referred to in the sub- 
account sections of the Manual. An index 
to the procedures is being developed 
which should prove helpful in readily 
locating the particular instructions pre- 
scribed by the Manual. 
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Also contained in the foreword of the 
Manual is an invitation to accountants in 
the field to furnish us with any new ideas 
they might have for the improvement of 
accounting procedures. Suggestions are 
submitted by our internal auditors and in- 
dependent public accountants as a result 
of their examinations to satisfy themselves 
that the accounts at the various offices 
have been maintained in accordance with 
the accounting procedures prescribed by 
the Accounting Manual. Consideration of 
these suggestions involves a great deal of 
research on our part, including meetings 
with operating and field personnel in 
order to ascertain their practical view- 
points. Some of the Manual revisions rep- 
resented fundamental changes in account- 
ing principles and procedures, such as the 
change in the basis for valuing inventories 
from the lower of cost or market to the 
Lifo method, and the partial change from 
the unit method to the group method of 
depreciation ; in other cases, entire sections 
of the Manual have been rewritten in or- 
der to keep up with the accounting de- 
mands of our times. 

Where major changes in the Account- 
ing Manual are contemplated, it is our 
policy to distribute preliminary drafts of 
the subject involved to all the interested 
parties. These drafts are reviewed with 
the parties concerned, whereupon it may 
be found necessary to obtain additional 
views from accounting representatives of 
our affiliated companies. This is done by 
issuing a circular letter containing the pro- 
posed revisions and inquiring whether or 
not they meet the local requirements. Con- 
ferences are held to review the draft in- 
structions. This usually results in the re- 
writing of the proposed procedure several 
times before the final instructions are 
adopted and submitted as revisions to the 
Manual. These revisions are released with 
numbered bulletins. After writing the 
final instructions, much work remains to 
be done in printing, collating, and such, 
before the bulletins can be issued. 

These bulletins contain a brief descrip- 
tion of the Manual revisions and indicate 
the particular accounts and procedures re- 
vised. Emphasis is placed upon the im- 
portance of reading carefully the bulletin 
itself as well as the revised procedures. 
The revisions are usually made effective as 
of the beginning of a calendar year. 

In cases where new statements are re- 
quired, the forms are designed by the 
Accounting Manual department in collab- 
oration with field representatives. Instruc- 
tions for the preparation of these state- 
ments are issued in the same manner as 
any other revision of the Accounting Man- 
ual. 

The Accounting Manual department 
answers all questions in connection with 
the interpretation of the Manual, as well 
as inquiries dealing with special situations. 
In some cases, such questions are settled 
on the ground by our internal auditors. 





Most accounting inquiries have to do 
with special situations and problems pe. 
culiar to a particular company or a group 
of companies. These inquiries emanate 
from all parts of the world and present 
some very interesting problems which 
have to be solved within the framework 
of our Manual procedures. Wartime con- 
ditions have presented us with many new 
types of accounting problems. In seeking 
their solution, we have appointed several 
committees, comprising experts in their 
fields, to study the conditions and to work 
out the technical details involved. 

For example, a top committee has te. 
cently been formed to consider operating 
costs and departmental operating reports 
which might best serve the management 
in the formulation of its business policies 
in the postwar era. Sub-committees, rep- 
resenting the respective domestic, Canad- 
ian, South American and European affil- 
iated companies will report directly to the 
top committee. This top committee con- 
sists of representatives of the Comptrol- 
ler’s Department and the operating ad- 
visory groups. Its purpose is to coordinate 
the activities of the geographical sub-com- 
mittees in developing uniform reports for 
all companies to the extent feasible. 


War CLAIMS 


We also have a special committee to 
consider the special problems involved in 
accounting for European war claims, to 
see that the various affiliated companies 
concerned are assisted in establishing their 
claims for damages and reparations in ac- 
cordance with laws and regulations of the 
respective countries. Accounting proced- 
ures for recording such claims have al- 
ready been devised. They provide for both 
insured and non-insured claims and the 
treatment to be accorded profits or losses 
which may accrue upon the settlement of 
such claims. It is recognized that the ini- 
tial estimate of war claims will be difficult 
to determine and will require informed 
judgment, and that the final amount of 
the claims may not be established until 


-some future time. 


In 1942, when we were confronted 
with the initial task of preparing a pr 2 
to the Navy Price Adjustment Board on 
renegotiation of war contracts, certain in- 
dividuals in the Accounting Manual de 
partment were called upon to set up the 
machinery to interpret the regulations and 
to obtain the required information and 
factual data. These individuals were se 
lected because they possessed a special 
knowledge of the operations of all depart: 
ments of our-organization. This is typical 
of the many special functions our Manual 
department is required to perform. 

Accounting conferences are held each 
year which are attended by the accounting 
representatives of the various affiliat 
companies. The purpose of these confet- 
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This subject perhaps needs some clari- 
fication to be sure that we are all in the 
same universe of discourse. The term “‘In- 
dustrial Engineering” is often misunder- 
stood by executives and is probably un- 
derstood differently by many industrial 
engineers. The function of the industrial 
engineer within a company may also be 
interpreted very broadly or very narrowly. 
Some industrial engineers work only on 
factory problems while others deal in 
problems of the office, the sales division 
and many subdivisions thereof. The prac- 
tice of professional industrial engineers 
varies widely. For example, professional 
firms in this field may deal only with spe- 
cific industries, with the problems of only 
one segment of one function of the busi- 
ness such as time-study and incentives, or 
they may offer services dealing with prob- 
lems at the top management level and at 
the level of major functional executives. 

Let us assume, for purposes of this dis- 
cussion, that industrial engineering is a 
process of the finding, analysis, and in- 
terpretation of facts leading to the formu- 
lation of a realistic program for the solu- 
tion of business problems and the pro- 
vision of assistance to line executives in 
making the solution effective. 

Probably the term “better manage- 
ment” needs some clarification. To some 
it means changing personnel, to others it 
means improving facilities, methods and 
techniques, to still others it means formal 
training programs, and better industrial, 
customer and public relations, to still 
others it means revolutionary change, and 
to a few it means evolutionary improve- 
ment. For our purposes I choose to stay 
within the general realm of evolutionary 
improvement because, in most instances, 
the changes in the direction of better 
management are most soundly built if 
they stay within this concept. Most busi- 
nesses have values that are better sal- 
vaged and improved instead of discarded 
for something different which appears 
better largely because it is new. 

Pethaps it would be well to review 
briefly how we got where we are today 
in the general field of industrial, manage- 
ment, or consulting engineering. The 
carly industrial engineers devoted their 
attention quite naturally to a segment of 
the management problem, usually dealing 
with the improvement in productive out- 
put of the worker. We are all familiar 
with the early contributions of such men 
as Taylor, Emerson and others. They 
may be said to have accelerated the pro- 
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ductive power of the country’s industries 
through improving worker output in 
much the same way that, in an earlier 
day, the introduction of machinery and 
improved power devices increased that 
output through facilities changes. The 
field of industrial engineering stayed 
within that general category until about 
the close of the first World War. Begin- 
ning at that time, the field expanded and 
during the Twenties a number of the out- 
standing firms of today were established. 
A few of these grew naturally from the 
base of improving worker productivity, 
while many others were launched as a sort 
of by-product of public accounting prac- 
tices, law firms, and the like. It can be 
said that these 25 years saw the birth and 
growth of the industrial engineering field, 
in which its concepts of coming-of-age 
and earning the right to be called a pro- 
fession were developing. 

Most of you are users of industrial 
engineering talent either within your own 
company or through the purchase of serv- 
ice from an outside consulting firm. As 
the field has developed, large companies 
have often found it desirable to intro- 
duce and expand industrial engineering 
departments within their own organiza- 
tions. Other companies have felt it de- 
sirable to utilize the services of outsiders. 
Again, as this growing concept of indus- 
trial engineering has developed, much 
more time of the industrial engineer has 
been spent relatively with successful com- 
panies and proportionately less with those 
companies in the economic “doghouse.” 
Since controllers are all thrown against 
the problem of utilization of service 
either by your own personnel or by out- 
siders, it seemed to me that it would be 
worthwhile to discuss some of the things 
to look for in the introduction of an in- 
dustrial engineering program which in 
turn ought to be helpful to you in de- 
ciding whether this concept should be 
introduced into your business through 
your own people or through outsiders. To 
put it somewhat more directly, if I can 


render any contribution to your thinking 
it must lie in helping you to organize 
that thinking about the field of industrial 
engineering and to provide you with some 
guide posts, no matter whether you em- 
ploy industrial engineers on your staff or 
utilize the services of a professional firm. 


A First CONSIDERATION 


I would place as the first consideration 
in the establishment of the industrial en- 
gineering approach the plain, simple fact 
that the present management of a business 
honestly believes that such help is needed. 
Perhaps that is too simple a concept to 
give you any mental stimulation, but too 
often the industrial engineer, either in- 
side or outside, fails in his purpose be- 
cause the executive who employs him has 
not thought enough about his problem to 
understand what he wants, why he wants 
it and how to get the most effective and 
realistic help on that problem. Rarely 
does an industrial engineer find a way 
to help a management which has not 
gone through that personal mental condi- 
tioning process which brings him to an 
honest realization that he has a real prob- 
lem on which he should seek help. As 
controllers, therefore, I think you should 
put down as a first check point, when 
someone believes that industrial engi- 
neering help should be secured, that it is 
your job to raise factual questions with 
him to satisfy yourself on this matter of 
thoughtful interest on his part. For ex- 
ample, if I were a controller I would 
ask such questions as these: 


1. Clearly state in wvriting the prob- 
lem on which it is believed that we need 
help. 

2. Clearly state in writing what efforts 
have been made to handle the problem 
through the regular line organization. 

3. Clearly state in writing the manage- 
ment’s best estimate of the proper ap- 
proach to a solution of the problem under 
review. 








HOW TO GET ADVICE 


When management is seeking industrial engineering counsel it should study 
its own needs first and then choose, with care, the best qualified practitioner in 
the particular field. To do so requires certain criteria, which are here listed by 
Mr. Smith, partner of McKinsey, Kearney & Company, Chicago. Controllers and 
financial officers will find his observations worthy of careful reading. 
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4. Clearly indicate with whom the in- 
dustrial engineer is to work in developing 
a realistic solution to the problem so that 
once the solution is worked out it can be 
realistically applied by the line personnel. 

5. Designate clearly the responsibility 
of the industrial engineer and the coordt- 
nate responsibility of the company’s line 
personnel. 

6. Develop an estimate of the expense 
savings, in dollars and cents, which may 
be realized through the proper solution 
to the problem in question. 


Many other questions will occur to you 
that would normally come into this cate- 
gory. I think it is a controller's definite 
responsibility to raise them. 

Having decided that the company has 
2 problem or a series of problems requir- 
ing the services of an industrial engineer 
the question of how this service shall be 
performed immediately arises. Such a 
problem might be: 


1. The review of a problem market 
where sales results are not satisfactory. 

2. The re-layout of a department in the 
plant. 

3. A study of the trends in a particu- 
lar industry which the company contem- 
plates entering. 

4. The reduction of indirect or over- 
head costs. 

5. The review of order handling pro- 
cedures. 

6. The establishment of a new division 
or department. 

7. The revision in the organization 
plan to handle certain activities. 

8. The revision of standards and in- 
centive plans. 


I do not know of any statistics to indi- 
cate how large a business has to be be- 
fore. it can profitably utilize the services 
of its own industrial engineering depart- 
ment. Probably size alone is not the only 
measure. I would offer this observation, 
however, which applies not only to in- 
dustrial engineering departments, but to 
other staff or specialized departments, that 
these departments have a tendency to 
grow and to get out of control. I recall 
one case where a department started quite 
innocently and developed to the point 
where there were on its payroll some 83 
people. The company in question had 
four major plants and a considerable va- 
riety of problems. It was found, however, 
that this great expansion in this staff 
activity failed to provide practical an- 
swets to enough of these problems to 
justify its existence. Quite summarily, 
therefore, the entire department was elim- 
inated, by much the same process as the 
Russians have in mind when they speak 
of liquidation. 

At the risk of over-simplification and 
certainly not drawing my conclusions 
from this one instance, but from many 
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instances, I find it is a good deal easier 
to introduce specialized and staff depart- 
ments than it is to keep them effectively 
functioning. 

I once had a boss who said: “If I hired 
an assistant and gave him a desk and as- 
signed him no duties, inside of a very 
short time he would come to me and ask 
for a secretary.” Too often the industrial 
engineer and an industrial engineering 
department get into a business without a 
clear concept of what they are to do and 
how they are to do it and then spend a 
great deal of time digging up problems 
which keep them busy, but the solution 
of which contributes little to the net prof- 
its of the business. 

It seems much more logical, therefore, 
that the first piece of industrial engineer- 
ing which your management may want 
to do should be done by an outside firm. 
If this is done, you will not have saddled 
yourself with an added staff department 
before you have provided yourself with 
an opportunity to see how effectively staff 
help of this type can be meshed in with 
the regular operations of your line execu- 
tives and thus brought to a practical 
realistic utilization. Later, after the minds 
of your executives are conditioned to this 
type of help, it may well be that the 
idea of such help is so thoroughly sold 
in the organization that the opening of 
an internal department will be highly de- 
sirable. 


SELECTING THE ADVISOR 


Having reached the decision that the 
company needs help on a specific prob- 
lem and having decided, for the time be- 
ing at least, that such help should be se- 
cured from the outside on a fee basis, 
you then come to the selection of the out- 
side firm. And how casually this task is 
performed in too many cases! This at- 
titude is due largely to the inexperience 
of most executives in purchasing service 
of this type and the variety of concepts of 
providing that service which the many 
firms in the field adopt as their method 
of doing business. I believe controllers 
can be helpful in this problem by counsel- 
ing the same degree of care in this selec- 
tion that would be considered necessary 
in the selection of a new executive. 

No firm deserves serious consideration 
on your part unless they can stand such 
searching scrutiny so well that they will 
welcome it. Good law firms, good archi- 
tects, good professional people of all types 
grow and thrive on reputations earned 
through satisfied clients. These reputa- 
tions become known to people of stand- 
ing in the community. The few criteria 
I am listing below can be helpful in your 
investigation of outside firms. Among 
these criteria are the following: 

1. The most important thing in most 
private business and by all odds the most 





important thing in the industrial engi. 
neering field is people. I believe, there. 
fore, that you should be very careful to 
determine such things as the following 
about the people of the firms that yoy 
investigate: 


(a) Has the firm demonstrated a capacity 
to select, develop and hold good personnej, 
You should ask the firm with which you are 
in contact to describe its personnel policy and 
to tell you the experience record of the part. 
ners in the firm and of the personnel to be 
used on your engagement. Any ethical profes. 
sional man will realize that this request is en. 
tirely in keeping with sound profession! 
practice 

(b) Having discussed the matter of person. 
nel and having decided that the firm in ques. 
tion has sound concepts in dealing with its 
people, request the firm to have the man who 
will actually do the work contact you for 4 
preliminary discussion of the problem. Again 
this is a reasonable request welcomed by any 
well-established professional firm. 

(c) In your contact with the man who will 
do the work quiz him concerning the types of 
jobs which he has handled which presented a 
problem similar to the one you have in mind, 
Satisfy yourself that his discussion of such a 
problem is realistic and that the results which 
he claims for the previous engagement sound 
reasonable. 

(d) Have the man who is to do the work 
meet the executives he will contact during the 
engagement so that a joint appraisal of his fit- 
ness can be secured. 


Your whole object in spending time on 
the matter of personnel is to reach a clear 
cut decision on the most important part 
of the whole relationship between your 
company and the outside firm. 

2. Quiz the man who represents the 
firm that you have invited to come and 
talk with you about some of the basic 
characteristics of the practice of his firm. 
Such matters as the following are petti- 
nent: 

(a) How long has the firm been in busi- 
ness? 

(b) During a period of years, what percent- 
age of the firm’s business comes from new 
clients and what percentage from established 
clientele? 

(c) What are some of the specific clients 
with which the firm has had continuing rela- 
tions over a period of years? 

(d) To whom may your company write to 
establish the facts concerning the firm’s rela- 
tion with its clients? 


Again, all of these questions are wel- 
comed by the kind of firm that deserves 
your consideration. Don’t be brushed of 
lightly in dealing with such questions. 
Don’t let anyone tell you “our client list 
is confidential,” ‘‘so much of our work is 
on war contracts, we have been asked by 
WPB not to disclose the names of out 
clients,” “‘our size and reputation is such 
that we don’t consider it dignified to ask 
our clients to vouch for us.’ These ate 
dodges, don’t be fooled by them. 

3. At this point in the negotiations tt 
would be desirable for you to check the 
firm in question with banks, your attot 
ney and any other source which would be 
likely to give you help in reaching a de 
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cision on the firm. This check coupled 
with the check that you should make 
with the firm’s clients should take the 
form of a personal conversation or letter 
in which, if possible, you should outline 
the type of problem you have in mind 
and ask the client or other source to give 
you their appraisal of the satisfaction they 
had with the firm in question and their 
additional appraisal of their ability to 
handle an engagement of this type. 

4, If your investigation indicates that 
the firm in question should be selected 
such matters as the following should be 
clarified : 


(a) You should provide the firm with a 
clear statement of the problem as you see it. 

(b) You should find out the basis the firm 
uses in its charges. Most reputable firms 
charge a per diem rate and ask the client to 
reimburse them for out of pocket expenses for 
travel and maintenance away from their home 
office city while on the engagement. 

(c) You may want to request an over-all 
estimate of cost of the job. If the job is a rel- 
atively simple one such an estimate can be 
made quite accurately. If, however, the job is 
inherently exploratory in nature such an esti- 
mate can little more than an intelligent 
guess. The type of firm you should employ 
will be fully as interested as you are in getting 
the job done properly at the lowest cost. 
Whatever the estimate may be you should re- 
ceive the full benefit of any reduction in re- 
quired fees to complete the job and should be 
willing to consider a revision of the estimate 
if unforeseen factors arise after the engage- 
ment is started. The whole basis of a sound 
professional relationship rests upon mutual 
confidence. Any good professional firm asks 
no more than that, and will not take advan- 
tage of it. 

(d) Practice varies among firms concerning 
any additional charges above those indicated 
but most firms of standing do not try to get 
additional charges for supervision, report re- 
view, etc., ON any percentage or over-ride 
basis, The firm you select should do no more 
supervising and report reviewing than is re- 
quired by the job at hand. No reputable firm 
will do so. 

(e) In appraising the matter of rates you 
should be clear on the question of the type of 
service that these rates represent. There is a 
growing concept in the field of paying for out- 
side talent to lay out and supervise the work 
and to lean as much as possible on the client's 
own personnel to work up detailed schedules, 
figures, time studies, etc. The firm which may 
quote you very low rates may in the long run 
cost you more because they will expect to use 


more of their own people to do such detailed 
work, 


Even though you observe all of these 
criteria, your experience with the firm 
selected may still not be a happy one. 
Even though they may ke very careful 
in selecting and developing their men, 
there may be a clash of personalities or a 
lack of cooperation or some external in- 
fluence which will work on a particular 
man in this particular engagement which 
will bring the engagement to an unhappy 
state. If such should be the case, the 
teputable firm will spend little or no time 
arguing about whose fault it was, but 
should only ask for the right to correct 
the error and satisfactorily finish the 
engagement without any fee in addition 
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to the fee that properly should have been 
charged if the engagement had been han- 
dled properly. In other words, the firm in 
question should be fully as interested in 
correcting the mistake as you are in having 
it corrected. 

I have attempted to be judicial in my 
remarks on this subject and to draw upon 
a fairly long experience in this field to 
help you become more realistic in your 
appraisal of the need for industrial en- 
gineering service in your business and the 
best way of supplying that service. If it 
appears that the problem facing you is 
something that you have not the time or 
the talent to handle, and you do not want 
to add permanent staff personnel to han- 
dle it, I have attempted to give you a 
few criteria to make you a more intelli- 
gent buyer of outside industrial manage- 
ment engineering service. I have done 
this not only for such help as it may be to 
you but I also believe that I have been 
quite selfish in these remarks because one 
of the things which helps a profession 
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to gain stature is a realistic understanding 
of its relations to its clients so that users 
of its services get more profit from such 
use than they pay for. I feel, therefore, 
that if there is any contribution in these 
remarks it applies not only to you but 
it is helpful to those men and firms in 
the management engineering profession 
who are professional. 


* * * 


Contributing To Economy 


I do not know of any finer contribution 
which thoughful men can make to the 
welfare of our own nation primarily, and 
incidentally to others, than to attempt to 
find a sound approach to the great prob- 
lem of economy in government, balanced 
peacetime budgets, and the consideration 
of the relativity of appropriations as 
between different activities and projects 
made by our government. 


—MILLARD E. Typines, U. S. Senator 
from Maryland 





pedia as its source. 


Extravagant Government 


Never spend your money before you 
have it. 

A wise and frugal government, 
which shall restrain men from injur- 
ing one another, which shal] leave 
them otherwise free to regulate their 
own pursuits of industry and improve- 
ment, and shall not take from the 
mouth of labor the bread it has earned 
—this is the sum of good government. 

The same prudence, which in pri- 
vate life, would forbid our paying our 
money for unexplained projects, for- 
bids it in the disposition of the pub- 
lic moneys. 


Private Enterprise—Not Bureaucracy 


Agriculture, manufacturers, com- 
merce and navigation, the four pillars 
of our prosperity, are the most thriv- 
ing when left to individual enterprise. 

Restrain men from injuring one an- 
other, (but) leave them otherwise free 
to regulate their own pursuits of in- 
dustry and improvement. 

We have more machinery of gov- 
ernment than is necessary, too many 
parasites living on the labor of the in- 
dustrious. I believe it might be much 
simplified to the relief of those who 
maintain it. 





| Thomas Jefferson Speaks! 


| Research into Jefferson’s writings has disclosed aphorisms that seem so ap- 
| plicable to present-day issues that they are reproduced below with up-to-date 
captions. The quotations were selected from the Texas Tax Journal and from a 
pam phlet of the Citizens National Committee which used the Jeffersonian Cyclo- 


election between economy and liberty, 
or profusion and servitude. 


rule the principles that “the more we 
owe, 
be’; “that a public debt furnishes the 
means of enterprise.” 


Federal Encroachment 


I see with deepest affliction, the 
Federal branch of our government ad- 
vancing towards the usurpation of all 
the rights reserved to the States, and 
the consolidation in itself of all 
powers, foreign and domestic. 


State Governments 


The true protectors of our liberty in 
this country are our state governments. 

I am for preserving to the States the 
powers not yielded by them to the 
Union, and I am not for transferring 
all the powers of the States to the Gen- 
eral Government. 


Deficit Spending 


As the doctrine is that a public debt 
is a public blessing, so they (the Fed- 
eralists) think a perpetual one is a 
perpetual blessing and therefore wish 
to make it so large that we can never 
pay it off. 

To preserve our independence, we 
must not let our rulers load us with 
perpetual debt. We must make our 


We are ruined if we do not over- 


the more prosperous we shall 

















In our present economic and operating 
conditions, somehow we must manage to 
have fire insurance adequate in amount 
and certain in its results. We ought also 
to inquire as to the meaning of the word 
“adequate” when related to property in- 
surance. Such insurance may be adequate 
in amount and wholly inadequate in 
breadth of coverage or it may be adequate 
in amount and in breadth of coverage, 
where operating conditions are normal 
and all physical hazards controlled, and 
again be wholly inadequate where con- 
tents overflow their proper location and 
imperil safety zones and area ways so as 
to create an abnormal degree of damage- 
ability. 

I have in mind a storage house of fire- 
resistive construction but with open ele- 
vator shafts and only partial sprinkler 
equipment. So long as corridors and area 
ways are kept clear and free of combus- 
tible contents, the present insurance as to 
amount is probably adequate, but with 
conditions as they were found, it is 
grossly inadequate in amount for these 
reasons. 

Again the word “adequate” must be 
subjected to the test of breadth of cover- 
age. Obviously, an amount sufficient to 
cover the depreciated value of buildings 
and machinery is not adequate to recover 
replacement values and insurance on 
stock, merchandise, and materials upon 
the basis of their cost is not sufficient to 
cover the net selling price value. 

Again, a lesser amount of insurance 
written without coinsurance or similar 
restrictive clause may be the equivalent 
of a much larger amount subjected to 
these value and penalty clauses. The word 
“adequate” therefore must be defined in 
the terms which you fix as your insurance 
program. 

A manufacturing business can insure 
with much greater simplicity and certainty 
if sprinkler equipped and if such a type 
of construction will permit the superior 
form. By this I mean a form free from 
coinsurance or similar restrictive clauses 
and written in an overall single blanket 
item. In such circumstances, the norm or 
standard is that amount which is cer- 
tainly equal to your maximum possible 
loss under adverse circumstances and 
with due regard to the equitable right 
of the insurance companies to receive an 
adequate premium income. 

All of this is to say that the question 
of adequate insurance is to be ascertained 
as a result of all these considerations. 
One must first create his insurance pro- 
gram and then ascertain from that pro- 
gram what insurance as to amount and 


Adequate Fire Protection 


By Alvin T. Coate 


breadth of coverage will be safely and 
dependably adequate. 

Fortunately, policy forms and under- 
writing practices have very greatly im- 
proved so that the procedure is more sim- 
ple and more easily accomplished than 
formerly. 

For fixed plant values, the maximum 
possible loss may be taken as the stand- 
ard where the insurance can be written 
in a single item without coinsurance. 

For the manufactured product or mer- 
chandise the provisional or reporting pol- 
icy is usually the only feasible and de- 
pendable procedure. 


BREADTH OF COVERAGE 


Coming now to the matter of breadth 
of coverage, insurance against fire and 
lightning is only the beginning. Consid- 
eration must be given to the perils of 
windstorm, explosion, riot and civil com- 
motion, malicious mischief, and similar 
supplemental perils. These are all now 
merged into the fire policy where desired 
at fairly nominal costs. 

Insurance on plant values is being 
stepped up to the current replacement 
cost in many instances and is appealing 
to an increasing number of manufactur- 
ers. For this type of manufacture it is 
now generally desired to insure finished 
goods at their net selling price and this 
extended coverage is also merged into the 
fire policy with no greater cost than may 
be required by the added value thus laid 
upon the insurance. 

These are all general statements and 
probably not all of them will apply in 
any one instance, but it is possible with 
these principles well understood to select 
those which are feasible in your instance. 

It ought to be said at this point that 
the representative insurance companies in 
the United States have pioneered in very 
real progress even during the war years 
in creating more equitable policy con- 
tracts, simplifying the old language which 
even the courts could not agree upon 
and bringing order and system into the 
entire insurance field. 


The nation-wide fire loss ratio has 
risen persistently for three or four years, 
but it seems probable that this is a war 
phenomenon and that it will have its te. 
conversion period also. 

Property insurance is distinctly on the 
march toward more understandable cop. 
tracts, freer from the forfeitures and iti. 
gation and with the premium cost hover. 
ing a little closer to the actual “burning” 
level. 


National Groups Named for 
Accounting Cooperation 

A committee on cooperation with other 
national accounting organizations ap. 
pointed by T. Dwight Williams, president 
of the American Institute of Accountants, 
includes the following members: P. W. 
R. Glover, New York, chairman: J. P. 
Friedman, New York; Alexander J. Lind- 
say, Colorado; J. Arthur Marvin, New 
York; and Hiram T. Scovil, Illinois. 

Members of a like committee in the 
Controllers Institute of America, recently 
appointed by President Edwin E. McCon- 
nell, include: 

Thomas H. Hughes (Chairman) Sun 
Chemical Corporation, New York; David 
R. Anderson, The Kendall Company, 
Walpole, Massachusetts; John L. Auch, 
Pittsburgh Coal Company, Pittsburgh, Pa.; 
Raymond E. Brennan, Pacific-Atlantic 
Steamship Company, Vancouver, Wash- 
ington ; George R. Drysdale, Phelps Dodge 
Corporation, New York; W. Brooks 
George, Larus and Brother Co., Inc, 
Richmond, Virginia; Edward C. Hof, 
The American Brake Shoe Company, New 
York; William A. Jackson, Standard Oil 
Company (New Jersey), New York; Fred 
E. King, Munsingwear, Inc., Minneapo- 
lis, Minnesota; Charles F. Pendlebury, 
Veeder-Root, Inc., Hartford, Connecticut; 
and Bernard S. Rodey, Jr., Consolidated 
Edison Company of New York, Inc, 
New York. 

* * * 
Timely Commentary 


Were we directed from Washington when 0 
sow, and when to reap, we would soon want 


bread. 
—THOMAS JEFFERSON 








| FIRE LOSS RATIO NEEDS RECONVERSION TOO 


During the war years, the nation’s fire loss ratio has risen continually. All 
possible methods of tested fire prevention should be adopted by business and 
industry but, in addition, it is likewise essential that “adequate” fire insurance 
be provided. The observations, as to “adequacy,” brought forth in this article 
by Mr. Coate, which he presented at the January 8 meeting of the Twin Cities 
Control, provide a convenient summary of points worth checking. 


THE EDITOR 
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Reduced Profit Margins May 
Persist after Reconversion 


Discussing integration of distribution 
expenses within a total cost structure in the 
March issue of “Distribution Age,” Mr. 
Louis M. Nichols, a member of the Advi- 
sory Council of the Controllers Institute, 
and chairman of The Institute’s Committee 
on Disposition of Surplus Materials and 
Equipment, declares that “‘as of the pres- 
ent moment, there is an unprecedented 
ptessure on wholesale distributors and re- 
tailers because of the OPA ‘cost absorp- 
tion’ policy. In the effort to hold the price 
line for the consumer, price increases al- 
lowed the manufacturer are in many cases 
taken out of the wholesalers’ and retailers’ 
margins. In the face of their increased 
hourly wage rates and other controllable 
(?) unit costs of operation which have in 
many cases increased over 25 per cent. since 
1941, these distributing agencies must ac- 
complish radical operating improvements 
or they will be flirting with financial disas- 
ter. 

“This cannot safely be regarded as a 
passing phase of the reconversion period. 
A pattern of reduced margins or mark-ups, 
once set, may persist. Speedy action is 
therefore imperative without waiting for 
the golden key to the promised land of 
tremendous sales volumes based on ‘pent- 
up’ demands. How long these may last in 
the face of interrupted production, rising 
unemployment, higher prices or a buyers’ 
sttike not even the boldest professional 
crystal-gazers knows.” 

Pointing out that detailed and reliable 
analyses of the distribution costs of a 
manufacturer or distributor are vital to op- 
erations for several reasons, Mr. Nichols 
listed the following points: 

“1) To control these distribution ex- 
penses in their various stages, usually 
through budgeted distribution expenses set 
up as a guide by which to measure the rea- 
sonableness of actual expenses ; 

“2) To find out which district or sales 
territories are showing a profit or a loss; 
what classes of orders, by size, are un- 
profitable; what profit possibilities new or 
proposed lines or commodities may have; 
what present commodities are unprofit- 
able, and what can be done in each case to 
improve an unsatisfactory profit or elimi- 
nate a loss; 

“3) To make available operating cost 
figures upon which to base selling prices 
which must allow both for the purchase 
cost, distribution cost, and a fair profit on 
investment. Such figures, therefore, would 
be available to prove that selling prices are 
not below cost and therefore do not violate 
any unfair Trade Practice laws; 

“4) To serve as a basis for price differ- 
entials among classes of customers, by 


quantity brackets, and so on, which would 
be in accordance with the Robinson-Pat- 
man Act in being based upon supportable 
figures of differences in cost of manufac- 
turer, sale, or delivery. In such cases analy- 
sis by customer classes will always be 
necessary and sometimes by individual cus- 
tomers. Usually a commodity analysis must 
precede or be a part of the customer analy- 
sis and detailed analyses will be required, 
based on average order size or the volume 
of purchases over a period. 

“While in manufacturing operations 
‘standard costs’ are an accepted common- 
place practice, almost nothing of the sort 





Cost Control Is Important 


Cost control in marketing parallels 
cost accounting in production, de- 
clares the management engineering 
firm of Fry, Lawson and Company, of 
Chicago, in a recent booklet pub- 
lished by the company. If accurate 
distribution cost data are lacking, it 
is pointed out, profits of other divi- 
sions may be nullified. This is particu- 
larly true if a sales expenditure is re- 
flected only indirectly. Adequate 
breakdown of costs provides an ef- 
fective management tool which makes 
it possible to: 


1. Determine the profit on each item 
and emphasize the most profitable. 

2. Measure the effectiveness of ex- 
pense results by products in the 
various channels, territories and 
selling units. | 

3. Prepare a meaningful expense 
budget. 

4. Eliminate wasteful and non-pro- 
ductive selling expense. 

5. Encourage the sales organization 
to scrutinize relationship of results 
and expenditures. 


The Controller, March, 1946 











exists in satisfactory form today in the dis- 
tribution trades. Where they do exist, 
standard distribution costs are usually ex- 
pressed in terms of unit functional service 
costs. 

These standard costs are preferably costs 
or expenses as they ‘ought to be, rather 
than actual average costs or expenses in 
some past period which may or may not 
be representative.’ Where a fairly broad 
field of actual experience, however, is 
available, actual performances under nor- 
mal conditions in the better half or third 
of a range of experience is more acceptable 
than some theoretical standard. 

“There are many available standards of 
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operation in clerical work with which most 
firms are not acquainted and therefore do 
not utilize. For instance, standards for fil- 
ing various types of documents, expressed 
in pieces per hour; in operating addressing 
machines, expressed in production of sten- 
cils or plates per hour and number of ad- 
dresses imprinted per hour; in duplicating, 
in copies run off per hour; in tabulating, 
expressed as cards punched or sorted per 
hour, or tabulation operations per hour; in 
calculating, in items or invoices extended 
per hour; in billing, items or invoices pro- 
duced per hour; in bookkeeping, postings 
per hour, and so on. 

“One of the factors which has probably 
caused the development of distribution 
cost accounting to be slower than that of 
production cost. accounting is that many 
distribution costs are not direct, but cover 
more than one product or territory or cus- 
tomer class. The reliability of the methods 
of allocating costs by commodities or other 
bases of analysis must be most carefully 
examined and tested before adoption or 
misleading conclusions will be drawn from 
the resultant figures. A more detailed ex- 
planation of the better accepted bases of 
allocating functional distribution costs by 
commodities, classes of customers, and 
territories, is beyond the scope of this pres- 
ent article. 

“In drawihg conclusions from distribut- 
ing costs or expense figures as to the indi- 
cated desirability of eliminating or adding 
certain customers, territories, or types of 
orders, a conservative approach is one 
which measures what is called “marginal 
cost’’ which is that amount of cost which 
would be saved by any such elimination, or 
which would be added by increasing ac- 
tivity in an added field of territory, custom- 
ers of commodities.” 


Controllers’ Problems Listed 


Seven problems facing controllers during 
the reconversion period, according to Carl N. 
Schmalz, treasurer and controller, R. H. 
Stearns Company, Boston, Massachusetts, as 
outlined in ‘“‘The Balance Sheet,” are: 


(1) Expense Control and the Expense Budget 

(2) Problems connected with the inflationary 
threat 

(3) Providing better data for management 

(4) Providing better personnel for office 
staffs 

(5) Better Utilization of Personnel 

(6) Analyzing the problem in connection 
with branch operations of the business 

(7) The next depression 


In addition, in Mr. Schmalz’s opinion, con- 
trollers are faced with four “continuing” 
problems: 


(1) Office staff and organization 

(2) The daily control report 

(3) Error systems 

(4) Adequate performance standards 


* * * 


Ninety per cent of the country’s farmland still 
needs soil conservation treatment, the Depart- 
ment of Agriculture says. 





Public’s Over-Estimate of Industry's 
Profits Causes Difficulties 


One of industry's primary public rela- 
tions difficulties is the public’s tendency 
to over-estimate profits, Claude Robinson, 
president of the Opinion Research Corpo- 
ration declared at the recent Awards 
Dinner of the National Association of 
Public Relations Counsel. A large propor: 
tion of the public, he pointed out, feels 
that industry makes too much profit, that 
what is wrong with our economic system 
is that capital and owners take too much 
and leave too little for the workers and 
for the consumers. His studies show some 
fantastic evidences of public ignorance 
on the question of industry’s profits. 

For example: the people think wartime 
profits on the average were about 30 per 
cent., Dr. Robinson said. They also think 
peacetime profits average about 18 per 
cent. Actually, according to Treasury fig- 
ures, entrepreneurial capital normally 
works for 5 to 6 per cent. on investment, 
and over the past fifteen years has worked 
for 3.3 per cent. 

The worker’s conception of what he 
takes out of the company dollar in rela- 
wun to the stockholder is equally fan- 
tastic, he stated. Three-fourths of the 
worker-public believes that the stock- 
holder takes more out of the business 
than the workers. Actually, the balance 
sheets of leading companies show that 
for every cent the stockholders get, the 
workers get 8 to 12 cents. 

“So there is a colossal and fantastic 
public misunderstanding,” Dr. Robinson 
said, “about the social fee charged by. cap- 
ital and management for the social serv- 
ices rendered. What social action ensues ? 
Why, politicians and labor union leaders 
say with a sober face that wages can be 
increased 30 per cent. without increasing 
prices. Government policies are set on the 
theory that prices can be held down, but 
the biggest ingredient of price—namely, 
labor cost—can be raised. Labor unions 
strive for a higher standard of living not 
by producing more to get more, but by 
producing less to get more. Companies 
are thought to have great and bottomless 
tills which enable them to give more pay 
for less work, dismissal pay, medical bene- 
fits, old age pensions; and if these things 
are not forthcoming, many people say 
management is heartless, that it puts prop- 
erty rights above human rights. It is quite 
obvious to those of us in the Index that 
the proper interpretation of company 
profits to workers and to the general pub- 
lic is one of the most important public 
relations responsibilities that industry has 
to fulfill. 

“The public,” Dr. Robinson. stated, 
“does not ask industry to promise the im- 
possible, but it does want to know that 
industry's goals are the public’s goals. 


The obvious requirement is that industry 
leaders make clear their devotion to the 
common good. The public relations ap- 
proach is simple: It is to talk affirma- 
tively; it is to talk first about ends and 
talk second about means to ends. 

“Is the question labor peace? Indus- 
try is for labor peace, and the way to 
reach labor peace is to have an under- 
standing about fundamental issues, such 
as management-union jurisdiction, work 
standards and sanctity of contracts. 

“Is it social security? Industry is for 
social security in the only meaningful- 
sense—namely, economic productivity and 
insurance protection that can be actu- 
arially supported. 

"Is it high wages? Industry is for high 
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real wages, and the way to get high rel 
wages is to invest sufficient capital to give 
workmen sufficient tools and then ask 
them to do a fair day’s work. 

“Is it continuity of jobs? Industry js 
for continuity of jobs. Here are the eco. 
nomic problems that job continuity ep. 
tails and here is what industry is doing 
to solve these problems. 

‘Is it better goods for customers at 
lower prices? Industry is for these things 
and always has been. Here is the record 
of past performance and here is what in- 
dustry proposes to do about it in the fu. 
ture. 
“If industry will be as inventive in 
the fields of social forms as it is in the 
field of economic products, and as ener. 
getic in selling social -forms as it is in 
selling economic goods, I have no fear 
for its competitive position in the fight 
for leadership in tomorrow's market 
place.” 


Contract Renegotiations Placed 
$8.5 Billions in Federal Till 


With war contract renegotiations for 
the years 1942, 1943 and 1944 substan- 
tially completed, the Government was 
learned to have recovered upwards of 
$8,500,000,000 from the elimination of 
so-called “excessive” profits under the 
renegotiation law. The War Contract 
Price Adjustment Board, which has the 
job of renegotiating war contracts, is now 
tackling the 1945 tax year renegotiations, 
reports the New York “Journal of Com- 
merce. 

Except for a small volume of trouble- 
some cases, representing only a highly 
limited percentage of the totals, the re- 
negotiation of contracts for years back 
of 1945 has been completed. 

The more than $8,500,000,000 total 
covers all Government agencies for all 
prior years. Actually the Government 
would have recovered a large proportion 
of this amount in any event, through the 
high wartime taxes. Estimates here are 
that some 30 per cent. of the total repre- 
sents a net recovery. 

The cost to the Government, in ad- 
ministrative expenses, of the multi-bil- 
lion recovery was $30,000,000. 

In addition to the Government savings 
from renegotiation of war contracts, costs 
were also reduced under the repricing of 
contracts program. These additional sav- 
ings are not reflected in the $8,500,000,- 
000 total. 

It is thought here that the price adjust- 
ment board can probably wind up its re- 
negotiation work within a year's time. 
However, certain refunds and readjust- 
ments may necessitate a continuance of 
some functions, whether by this agency 
or by another body which conceivably 
might assume its functions. 


The PAB is already passing on refund 
cases, which arise out of statutory require 
ments that renegotiation rebates be given 
to take into account accelerated war facil- 
ity amortization. In general, the practice 
apparently is to follow the Treasury De. 
partment fairly closely. 


Control of Manufacturers’ Markups 


The Office of Price Administration has gone 
a long way toward adopting ‘‘current unit 
costs plus historical markup’’ as its pricing 
formula in the new price regulation covering 
shirts, shorts and pajamas, MPR 605. How- 
ever, the provision of the order rolling back 
gross margins of shirt manufacturers is in- 
consistent with the main formula, and repre- 
sents, in the view of the trade, arbitrary con- 
trol over manufacturers’ markups and_ profits, 
the New York ‘Journal of Commerce” says in 
a recent editorial. 

“The Statement of Consideration of this 
order requires a cut of 10 per cent. in the 
1943 gross margin of shirt manufacturers, of 
the ground that this reduction in markup 
would leave the industry with profits compar- 
ing favorably with those of the prewar period. 
Explaining this action, the OPA states that 
1943 average gross margins are inflated as 4 
result of the ‘trading-up’ and diversion which 
occurred between 1942 and 1943. Thus, if 
firms were permitted to use their unadjusted 
1943 average gross margins, the inflationay 
effects of these prices could not be mitigated: 

“The rollback of manufacturers’ markups 0 
shirts sought by OPA is defended on the 
ground that it will discourage manufacturets 
from expanding their output of higher-priced 
lines, where costs have increased most and 
markups will increase correspondingly. To this 
extent, the rollback complements the Maxi- 
mum Average Price Regulation as segatds 
shirt production. 

“This reduction in markup revives the issut 
over control of profits by OPA, as an integril 
part of its price control activities. Congress, 0 
extending the life of the Emergency Price Con- 
trol Act, will doubtless be urged, as in the past, 
to limit control by OPA over industry profits 
and profit margins,” the editorial concludes. 
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One day I stood at the Ridge of Inde- 
cision near Jerusalem’s ancient Jaffa Gate, 
so named because rain falling here can 
flow either of two ways—if toward the 
East, to find its way into the Kidron and 
finally lose itself in the brackish, salt 
laden waters of the Dead Sea—if toward 
the West, to reach the Plain of Sharon 
and give life to its flowers waiting to 
break into bloom. Our world is poised 
today upon its Ridge of Indecision as it 
waits for leadership—good or bad—for 
leadership it must have. This need is your 
chance and mine to share in providing 
constructive, unselfish leadership for a 
world terribly bewildered, afraid, hesi- 
tant, that seeks a safe way out. Only as 
leadership is unselfish can it be con- 
structive—of lasting value. 

It is a long call from the village black- 
smith under the spreading chestnut tree 
to General Motors with 400,000 em- 
ployees—an industrial miracle. America is 
the product of men and women unafraid 
—of pioneers who accepted the challenge 
of a thousand frontiers and mastered 
them. They gave to us a splendid heritage 
—expecting us to. be trustees of the tra- 
ditions they left for us to carry on. The 
past is remarkable in its accomplishments 
—but our program has not always been 
a balanced one. 

Across the long reach of our last hun- 
dred years—years of marked expansion— 
many of those charged with shaping the 
pattern of American industry majored in 
mechanics instead of “humanics.” Some- 
what unconsciously—and without intent 
—seeds of trouble were sown and, the 
harvest has been very real—at times very 
disappointing. Expanding industry—itself 
a pioneer—too eager sometimes, driving 
for tangible, material results, failed to 
sense its higher destiny, its larger pur- 
pose, and to understand that beyond the 
limits set by its charter and its legal 
privileges, there were new social respon- 
sibilities, constantly recurring social fron- 
tiers, and that the leaders of this expand- 
ing industrial era, regardless of the 
corporate titles they bore, were in fact 
trustees—with a responsibility to the 
stockholders and employees—and that in 
turn management and employees shared 
a joint responsibility to the public—their 
customers. So, some men have learned— 
others are learning—that they must major 
in humanics. It is time, past time, to get 
out of the kindergarten of human rela- 
tions in industry and begin doing some 
post-graduate work as we have been do- 


Human Relations in Business 
and Industry 


By M. J. Norrell 


ing for a long time in mechanics. We 
should at least breach the frontiers in 
human relations—to make more sure a 
better balance between the two—hu- 
manics—mechanics. 

Industry is—has ever been—will ever 
be—an animate thing because it is made 
up of people, persons, individuals, human 
beings. The machine is a servant; man 
the master. The finest, most intricate, 
most expensive machine on earth is a 
useless pile of rusting junk lacking com- 
petent, interested, well paid men and 
women to manage it. There are two laws 
—a law for man, a law for thing. The 
law for man must be kept paramount. 
Manpower must always take precedence 
over and control horsepower. The world’s 
greatest potential power 7s manpower. 
Already smart industry recognizes this 
fact. Industry that does not accept it 
must and will learn its truth in a hard 
and disagreeable way. Human engineer- 
ing is industry's greatest opportunity— 
the field of its most rewarding discoveries. 
Power is properly directed force. Man- 
power—trained, directed, given room to 
grow, becomes a mighty power. Directed 
force is constructive—force running wild 
is destructive. 

The world has never been—will never 
be static. To stand still is to die. Change 
is the price we pay for life, for lasting 
progress. Changes, far reaching, epoch 
building, have been forged during recent 
years upon the anvils of experiment and 
of experience. Rights and duties in bal- 
ance provide the yardstick with which 
real gains are measured. Most of us resent 
change—counting every change a liabil- 
ity, when we have a chance to convert it 
maybe, into an asset. Only cowards insist 
upon the old just because it is old; only 
the immature insist upon the new just be- 
cause it is new. If we are grown up, 
let's be our age. Think through, analyze, 
reason our way as far as we can, then 
travel faith avenue out of the maze of 
a new world in the making. Every morn- 
ing new problems are on your blackboard 
and mine. We must solve them. There is 


little time left us to dream—there’s work 
to do. To be a constant dreamer is to 
be a weakling—to shirk responsibility is 
cowardice. Many of us waste time tell- 
ing what we are going to do tomorrow— 
next month—next year. But what are we 
actually doing now? We live out of a 
suitcase—an overnight bag—and com- 
plain of our lack of space. Unpack, get 
busy doing needed things today. The fu- 
ture begins now. The least danger, life’s 
greatest opportunity lie in the path of 


duty. 
ATTITUDE TOWARD CHANGE 


There were more changes in America 
that affected for good the civilization of 
the world in the single century—1840- 
1940—than in the preceding 1800 years; 
more changes in employer-employee rela- 
tionship both in practice and in philoso- 
phy, in the past twelve years than in the 
preceding 1200 years. Time has ticked 
off new eras, new events, new opportu- 
nities, new challenges, new philosophies, 
the dark ages and the Renaissaance, the 
pagan era and the Christian, the divine 
right of kings and the Magna Carta. 
Danger lies, not in change, but in our 
attitude toward it. 

It is easy today to stand appalled, 
lost in self-pity, amid the wreck and havoc 
of a war racked world, resentful, dis- 
couraged, because of shattered dreams— 
helpless, alone among hopes unrealized. 
True, we are living in an unexpected 
world. We have stood by and watched 
the composite gains painfully acquired 
through long centuries of toil and of 
sacrifice, the hard learned philosophies, 
the plans and practices of canbe 
generations thrown together into the 
seething crucible of war. Out of this 
melted mass we must cast a new figure— 
one we call tomorrow. We can neither 
shirk nor long postpone the casting. The 
figure we cast will be a test of our crafts- 
manship. The road into the future winds 
along the valleys of uncertainty, but 
leads to the mountaintop of enduring 
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achievement. We must be road planners, 
road menders, road builders, mountain 
climbers. Upon the blueprint of tomor- 
row there is no place provided for alibis. 
There's a single letter’s difference between 
scared and scarred. Welcome scars. They 
are the service stripes of the soul. At the 
end of the day the Great Inspector will 
look us over—not for medals but for 
scars. Beaten paths are for beaten men. 
There is pioneering to be done, particu- 
larly in human relations in industry, na- 
tionally, internationally. In fact, the world 
problem today and tomorrow is one of 
human relations. We are partners now 
of everybody, everywhere—sharers in 
their destiny—in their successes or in 
their failures. We can’t escape this. 
Much is being said, too much I think, 
about reconversion. None of us really 
want reconversion—"‘a return to the orig- 
inal form.”” We want, rather, to make of 
today and yesterday and their experiences 
a springboard into a cleaner, better, a 
more constructive tomorrow. Then—“‘all 
on the stage’—out of the wings—the 
curtain's rising. No actor wins either suc- 
cess or applause who stays in the wings. 
There is no mystery about human re- 
lations in industry. It is simply the ap- 
plication of common sense, reason, com- 
mon honesty, simple man-to-man fairness 
and matured judgment to the problems 
of employer-employee relationships. It 
is simple. All really big things are. Since 
the day the village blacksmith employed 
his first helper there has been human 
relations in industry. The one-man plants 
have grown through the eras of water 
power, of steam, of electricity, of the 
internal combusion engine, until they 
employed 100, 1,000, 100,000 and more 
This expansion made necessary delegated 
authority—foremen, superintendents and 
the rest. Out of this relationship has 
grown human relations in industry. 
Discipline is an indispensable part of 
industry, but the day of arbitrary, unex- 
plained, harsh discipline is gone and it 
will not return. Over the past there have 
been three eras of discipline—feudal— 
force—no reasons given—the mailed fist 
—medieval—rules and _ regulations— 
rigid, iron clad—an effort to measure 
every employee with the same yardstick— 
modern—man-to-man, reason why, ap- 
plied to the individual—based upon 
sound philosophy—a clinic where we 
study why people do what they do. Re- 
spect cannot be demanded. It can be com- 
manded if we can earn it, kept if we merit 
it. “You can lead a good man through 
the fires of hell, but you can’t drive him 
across the sidewalk.’’ Most of our trou- 
bles in the ranks of industry are over 
procedure—not over principles. We fall 
out with people because their faults are 
different from ours. A real leader never 
aspires to be a boss. Only little men are 
hard boiled—just a display of an in- 
feriority complex. It requires no executive 
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ability to fire a man—but it does to build 
a man. Good industrial relations is de- 
mocracy in industry—management and 
men tuned in on the same wave length 
with the static of suspicion tuned out. A 
guide can’t take another where he has 
not been. You can’t share what you do 
not possess. Build a reserve. Keep a 
checking account of unselfish service. 

Unless there is an open wire leading 
out of an open door and carrying a cur- 
rent generated by an open mind—an 
open wire from top management to the 
public and to the employees, trouble is 
certain. If anyone shortcircuits the cur- 
rent, a shock is sure—and it can be fatal. 
Are we “wired” to carry this current or 
have we insulated ourselves with indif- 
ference or selfishness? Only as we keep 
closely in mind the broad objectives 
contemplated in the much used but lit- 
tle understood term “industrial relations” 
can we approach an intelligent adminis- 
tration of its purposes. Remember a man’s 
job to keep it holy—if he does. Translate 
his job into what it will provide for 
him and his family. A dollar becomes 
immortal when it’s invested in the happi- 
ness of a human being. 

What is termed labor trouble can be 
management trouble. An industry is a 
human pyramid and its president will 
be only as high as the employees hold 
him up. In America, management and 
men are largely the same people—at dif- 
ferent stages in their careers. Promotions 
go to a little man’s head—to a big man’s 
heart. Supervision is a necessity but un- 
less those who make up its ranks possess 
super vision, big tasks cannot be accom- 
plished. Unsatisfied curiosity—wonder- 
ing why—leads to suspicion, and suspi- 
cion is the drag line that digs the gulf 
between management and men. Mutual 
confidence is the material out of which 
bridges are built to span this man-made 
gulf. Learn the art of bridge building. 
America has been built by bridge build- 
ers—not fence builders. How tall are we? 
Time stands at our elbow with tape in 
hand taking our measure. Are we as big 
as the tasks that wait for us along the 
road ahead? Now is a good time to 
check our price tags. When we do, we'll 
probably move many of them and take 
some off where they do not belong. 
Every man possesses latent potentialities 
he does not realize himself. Help him 
grow—give him room—help him dis- 
cover himself. You can’t grow a tree in 
a flower pot. 

As a company grows it must be more 
human—not less. A positive approach is 
suggested rather than a negative—what 
to do rather than what not to do. A posi- 
tive, understanding, sympathetic approach 
results in loyalty. Someone said it this 
way: “Loyalty is like the wag of a dog’s 
tail—you can buy the dog but you can’t 
buy the wag.”’ There are two types of in- 
vestors in every industry—one who in- 


vests his money—the employee who in. 
vests his life. Both expect and are ep. 
titled to receive dividends. In Spite of 
how well anyone knows the technique of 
his job, if he can’t get along with those 
he supervises, he is a failure and a liabil. 
ity to the firm that employs him. 


GRIEVANCES 


There are two kinds of grievances—one 
real, one imaginary. Every employee should 
be encouraged by management to tell his 
troubles—to discuss his problems fully, 
without fear and without hesitation. Jf 
the grievance is imaginary, as soon as it 
is exposed to the sunlight in its telling, it 
wilts. If the grievance is real, then certainh 
management should know about it to 
be able to correct it. Practically any fire 
that starts could be put out with a few 
cups of water in the beginning. If there 
is smoke of unrest among a group of 
employees, there’s a fire there. Be a 
good fire marshall. Find out what started 
it. 

Be ready always with deserved com. 
mendation. ye pieest expressed is a 
characteristic of a genuine leader. Only 
little, jealous men withhold merited com- 
mendation. Let’s be simple, sincere, hu- 
man—and don’t sell ourselves short. If 
we do not know, admit it—then go find 
the answer. A lack of sincerity fools no 
one but ourselves. Too often we change 
the Golden Rule to read: ‘Do unto others 
as you think they should be done unto”— 
and then trouble starts. An unreasoned 
philosophy will not succeed. Human tela- 
tions in industry—joint negotiations in 
making a contract—is not a trial, not a 
seeking of technicalities to win a tem- 
porary advantage—to win a battle but to 
lose a campaign—but a cooperative ef- 
fort to arrive at an answer mutually fait 
to all parties concerned, guided by the age 
old statutes of fairness and the rule of 
reason. The public is, after all, the final 
arbiter. Customers are as truly our en- 
ployers as the firm upon whose payroll 
we are. Do not major in trifles—keep to 
essential things. Good reacts more slowly 
than bad—poison more quickly than food. 
Be patient. A real leader does not have to 
keep others reminded that he is. His 
work talks louder than he can or does. 
There’s a single letter’s difference be- 
tween pose and poise—an I—yourself. 
Keep the I in the word. Do not pose— 
be natural—be yourself—your better self. 
North Stars are less brillant but much 
more useful and last longer than meteors. 

Never has a generation had a greater 
opportunity to measure up to problems 
world wide than ours. If we travel the 
road ahead with faith we will travel 
safely, for faith conquers fear. You'll 
never reach another port if you hug the 
harbor where you are. Get out of the 
harbor—out where the waters are deep. 
Danger lies in shallow water. Every pet- 
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son on earth possesses two things in com- 
mon with others—one life to live—24 
hours a day in which to live it. Did you 
ever put yourself in dry-dock? If you 
have not, try it. A ship goes into dry- 
dock that barnacles and rust may be 
scraped away—that it may be made more 
sea worthy. So may we in human dry- 
dock scrape away the selfishness, the lit- 
tleness, the petty spites we've picked up 
on our voyage—that our lives may be 
more sea worthy—more sure to reach 
our intended port. 

It is so easy to criticize. If we see one 
limping along the road, do not censure 
him. You do not know what kind of 
tacks he has in his shoes—and you can’t 
tell when you might have tacks in yours. 
Life is law—laws that admit of neither 
amendment nor repeal. Nothing happens 
by accident—an unending cycle of cause 
and effect. To be interesting one must be 
interested. Sincerity is “that something” 
—that priceless ingredient of any life 
well lived. 

In closing I would like to suggest a few 
of the characteristics I believe necessary 
for those of us charged with the adminis- 
tration of human relations in industry—a 
profession that is both a science and an 
art—an agency provided by management, 
but belonging to and shared equally by 
management and employees. You are—I 
am—a “lineman” to insure an “open 
wire” between management and men; a 
“steam gauge” that reflects the pressure of 
management and men—a ‘“‘governor’”’ to 
allow excess steam generated by either to 
“pop off’ and not allow the boiler to 
blow up; a “door keeper’ to keep con- 
stantly an “open door’; a “fire depart- 
ment’’—always ready—but the least used 
the better for all concerned; an “umpire” 
—decisions not final—but one who by 
fair and impartial dealings has the confi- 
dence of both management and men; a 
“receiving station’ tuned to the wave 
length of both management and men; an 
“amplifier’—to management of the 
thinking, the desires, the requests, the 
philosophy of the men—to the men the 
decisions, the conclusions of the manage- 
ment and its reasons therefor; a ‘‘cru- 
cible” where the thoughts and plans and 
purposes of management and men are 
mixed—melted—and out of which a fig- 
ure is cast that will be accepted as one 
that embodies a mutually satisfactory com- 
posite of the purposes uf both—that is 
definitely stamped with the workmanship 
of both; an agency possessed of sympathy 
but not of unreasoned sentimentality; an 
interpreter of policies which he has had a 
definite, personal part in shaping; a good 
listener, but sparing of speech—more 
Sparing of promises; an ability to keep 
close enough to people with whom he is 
associated that they may feel his heart- 
beat. 

Around us in the days ahead there will 
be fogs, dark days, uncertain days. We 
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may think at times the old, eternal land- 
marks are gone—but they are not. Ob- 
scured by fog and clouds maybe, but 
when these lift, we'll find the landmarks 
of honesty, sincerity, understanding and 
the rest of them still there. The magnetic 
pole of high purpose will reach out its in- 
visible fingers to hold true the needle of 
the compass of your life if you let it. Don’t 
try to avoid dark days—don’t fear them. 
We are the architects of our own tomor- 
rows—we make them as we wish. Fear is 
an enemy we must conquer. Missing in 
action brings sorrow—missing from ac- 
tion, shame. We've had dark yesterdays— 
lots of them. Do not fail others who trust 
you—who look to you for needed leader- 
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ship. Someone is following you. Do not 
curse the darkness—light a candle! 
. * * * 


Planners, the Truth, and You 


We have planners scattered among us making 
speeches, writing books, teaching our children 
the easy ways of deficits and debts; who speak 
of 60 million jobs guaranteed by government if 
private business doesn’t make them. 

Isn't it time to tell the truth that the United 
States cannot borrow money to employ citizens? 
Can a father borrow money to employ children? 

Government is an association of citizens. We 
own it. There are no resources other than our 
own. There is no such thing as a “federal grant 
to states,” because the money comes from the 
states and is collected in the states. Subsidies in 
any form are the people’s money. 

—Harry F. Byrn, United States Senator 
from Virginia 








An Announcement of Special Interest to 
Controllers and Financial Officers: 


The Fifteenth Annual Meeting 


of the 


Controllers Institute of America 
will be held in 


NEW YORK 


at 


HOTEL COMMODORE 


on 


SEPTEMBER 15-16-17-18, 1946 


under the auspices of the 


New York City Control 


Program and Other Details Will Be Released 


as Soon as Possible. 


Mark Your Calendar Now for This First Postwar National Meeting 
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Scanning the Controllership Scene 








Progress on War Contract Settlements 


“Well done, good and faithful servant” was the thought 
in the minds of controllers and financial officers on Febru- 
ary 1, when Mr. Robert H. Hinckley resigned as director 
of war contract settlements to become a vice president and 
director of the American Broadcasting Company. In his 
letter of resignation to President Truman, Mr. Hinckley 
said that approximately 53,000 war contracts involving about 
_ $33 billion remain to be closed out, that a great deal 
of preliminary work had been done on them and that by 
June 30, 1946, much less than five per cent. of the contracts 
pending on V-J Day, would remain to be terminated. Con- 
trollers and financial officers checked this record of progress 
against the World War I record, which saw some of the 
contracts of that period not completely settled at the time 
World War II began. And the size of the two jobs, with 
the intensification of the problems involved, was distinctly 
different ! 


Average Pay at New High 


Average pay to individual Americans hit a new high of $1,117 in 
1944, the payments being 94.3 per cent. above the 1940 average of 
$575.00 and 64.3 per cent. above the 1929 “boom” average, it is re- 
vealed by the Federal Tax Administrators. 


Tax Refund Not a Profit 


Because a recent tax refund reportedly totaling $1,850,000 
had caused “unwarranted rumors and assumptions,” the prest- 
dent of the company receiving it subsequently issued a public 
statement explaining that the refund had not, in any way, added 
to the company’s profit because, while it resulted from payment 
of the full gross alcohol tax by the company, the gross tax had 
not been figured into the cost of the selling price and therefore 
the refund was strictly an accounting procedure. 

Said the company's president in his qualifying. statement: 
“The refund is based on the so-called drawback provisions of 
the alcohol tax law, which provide that a manufacturer of non- 
beverage medicinal products must pay the full gross alcohol tax 
but is refunded, at the end of certain periods, the difference be- 
tween the gross tax and the tax which is assessed against non- 
beverage medicinal products.” 


“Fact-Finder’ Advocates, Please Note 


Probably a majority of all the corporation income tax 
returns ever made in this country have shown that the com- 
pany reporting had made ‘no net income in the tax year 
covered by the report, the “Business Bulletin” of the Cleve- 
land Trust Company points out. Certainly that is the case 
with respect to the more than twelve million returns made 
in the thirty years from 1913 through 1942. Under the most 
favorable conditions, it is noted, four out of each six corpo- 
rations can report net income but under the most unfavor- 
able conditions, such as the depression of the 30’s, only one 
out of each six corporations can report net income. 


Keep Traveling! 

In order to provide an excess of imports of goods and services over 
total exports in the postwar years, Government and financial experts 
are emphasizing the importance of tourist and travel expenditures in 
helping to meet the problem of eventual net repayment of foreign 
loans. Canada, in the past, has received about two-fifths of America’s 
travel expenditures. Latin America, in bygone years has attracted a 
little less than one-fifth, but it is expected to be a major beneficiary of 
United States tourist trade for at least the next few years, because of 
demoralized conditions in Europe. 


What's Your Guess? 


During the war, Government Officialdom issued a grand total 
of 134,248 orders, directives, proclamations, associated rescripts 
and ukases. Can you guess who issued the majority of them?* 
(See bottom of column 2.) 


Interest on “Registered Notes’ Not Deductible 


In computing income taxes, a corporation may not deduct, 
as interest paid on debts, the payments made to holders of its 
“registered notes.” That ruling was upheld in a recent de- 
cision by the United States Supreme Court after a manufac- 
turing firm asked the Court to find that income tax regula- 
tions permit deductions of all interest paid. The Depart- 
ment of Justice, in opposition, described the’ notes as an is- 
sue of preferred stock, since they were issued in exchange 
for stock of the corporation under a 1939 plan of reorganiza- 
tion. Stock dividends, of course, are not deductible. 


Interpreting EPT Relief Provisions 


_ The relief provisions of the excess profits tax law are adequate if 
interpreted liberally, the Joint Committee on Internal Revenue Tax- 
ation was told early in February by Ellsworth C. Alvord, chairman of 
the Committee on Federal Finance of the United States Chamber of 
Commerce. After stating that “narrow construction and excessive 
technicality have caused a noticeable change in attitude on the part of 
examining agents throughout the country,” Mr. Alvord then presented 
the following statement as his definition of what is intended by the 
law’s relief section: 


“A bona fide effort by the Congress to assure that the excess 
profits tax would be applied only to income which constitutes ex- 
cess profits, i.e, income which is reasonably attributable to the 
abnormal conditions created by the defense program and the war 
effort, whether or not the taxpayer was engaged in the defense 
program or was to become engaged in the war effort.” 


Another View of Southern Freight Rates 


Condemnation of the efforts to juggle freight rates, together 
with refuting data, are presented in a ten-page booklet, “Don't 
Monkey With Freight Rates,” released by the Commerce and 
Industry Association of New York. Calling “contrary to facts’ 
the argument inspired by the Southern Governors’ Conference 
that southern shippers pay 39 per cent. higher freight rates than 
northern shippers do, the report quotes statistics from authori- 
tative southern publications, and statements by southern indus- 
trialists before the Interstate Commerce Commission, to refute 
such claims. 

“The South has been growing industrially faster than the 
country as a whole,” the study says. “This is emphasized by 
the industrial promoters of the South, who state in the 1944 
edition of their ‘Blue Book of Southern Progress’ that since 
the turn of the century the value of the manufacturers in the 
South has increased 700 per cent. During the same period 
the national gain was 400 per cent., with states outside the 
South registering an increase of approximately 366 per cent.” 


Overexact, Overabstract, Overimpersonal 


Those words were used recently to describe the “humble, 
polite, curt and disagreeable” government official language of 
most agencies by Messrs. Graves and Hodges in The Reader 
Over Your Shoulder. Sample transposition : “I love you” be- 
comes “complete assurance of maximum affection is hereby 
implied.” —PauL HAASE 


* OPA—with some 60,000! 
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Steam Horse for Street Railways, 
devised by Mr. S. R. Mathewson 

of Santa Clara County, Calif., 

and published in a newspaper of 1876. 
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Trottin’ trolley 


When trolley cars first traded in 
Old Dobbin for an engine, they 
caused a great commotion. Horses 
shied and traffic stopped and all 
heck broke loose. 

One bright soul proposed the 
compromise above. A “‘camouflage”’ 
on the machine to make it look more 
friendly! Good for a laugh, now... 
and for showing you how far folks 
can go to multiply confusion. 

For our part, we’ve an idea that 
confusion can be banished, and by 
much simpler means. Specifically, 


N.W. AYER & SON 


the kind of confusion which exists 
so often when payrolls are pre- 
pared. With the Comptometer 
Check-and-Payroll Plan, complex 
routines are over. The job is quick, 
free of details, easy and direct. 
Unique among all other systems, 
this plan eliminates perpetual post- 
ing and filing. It requires merely a 
payroll check or a cash envelope. 
With less paper work, less waste 
motion . . . you finish the payroll 
and get checks to employees fast. 
It makes full use of your present 


machines, saves manpower .. . and 
money! 

Your nearest Comptometer Com- 
pany representative will be glad 
to explain these facts fully.... 
The Comptometer, made only by 
Felt & Tarrant Manufacturing 
Co., Chicago, is sold exclusively 
by the Comptometer Company, 
1734 N. Paulina St., Chicago 22, IIl. 


COMPTOMETER 


REG. U. S. PAT. OFF. 


Adding-Calculating Machines and Methods 
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Eastern and Mid-western Sptilor 








Today’s interests of corporate controllers and financial officers are centered on future problems. Plan now 


"The Road Ahead” 


at the 


12TH EASTERN CONFERENCE OF CONTROLLERS 
Sponsored by the New York City Control in 


NEW YORK - APRIL 14-15, 1946 
Hotel Waldorf-Astoria 


tosurvey.... 


The subjects will include the following: 
Outlook for Federal Taxes 
Relief Provisions of Section 722 
Effects of Tax Carry-over and Carry-back and 
Unused Excess Profits Credit 
Social Security and Unemployment Insurance 
The Future of OPA and Price Controls 


Sunday—A pril 14th 


2-6 P.M.—Registration—Silver Corridor 
3-6 P.M.—Reception—Astor Gallery 


Monday—April 15th 


8 A.M.—Registration opens—East Foyer 


9:30-12 A.M.—Federal Taxation . . . . Section 722 . . . .Carry-overs and 
Carry-backs 
10-12 A.M.—Social Security . . . . Unemployment Insurance 


12:30-2 P.M.—Luncheon—Address by prominent speaker 
2:30-5:30 P.M.—The Future of OPA and Price Controls 
7:00 p.M.—Dinner in the Grand Ballroom 
Address by Dr. Virgil Jordan on “The Road Ahead for Business” 


Complete programs with reservation cards will be mailed to all members. These dates should be reserved on 
your calendar now, the Conference Committee advises, and hotel arrangements should be made as early as pos- 
sible. 
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Production is our salvation . . . the basis of high wages and profits and high standards of living for us 
all. Production will do away with the necessity for government controls.” 


From President Truman’s Executive Order of February 15, 1946. 


"Gearing-up for Full Production!” 


is the theme for the 


Sth Mid-western Controllers’ Conference 


Sponsored by the Detroit Control in 


DETROIT—APRIL 28-30, 1946 
Book- Cadillac Hotel 


Subjects to be discussed include: 


1. Re-examining the Top Management Structure— 
A broad analysis of executive organization is to be presented by an outstanding corporation head. 


2. Full Production: What Does It Require ?— 
Two addresses will probe the implications of this subject—one, as management views it; the second, 


as labor views it. 
3. Internal Audit Procedures. 5. Current Tax Problems. 
4. Guaranteed Annual Wages. 6. The Federal Tax Outlook. 


PLUS—TWO SPECIAL LUNCHEONS AND THE CONFERENCE BANQUET! 


Full details will be released by the Conference Committee at an early date. 


Plan your attendance now. 





Because of current conditions, the Conference Committee urges that early hotel reservations be made. 
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How they get that way 





As a kid, he credits tops and 
debits marbles... learns how to 
balance books in high school... 


sweats out a long, tough accounting 


course in a recognized school... 
spends years at public accounting, 
then passes a brain-wringing exam 
(about 85% of candidates fail) and 
a searching character analysis—to 
gain the C. P. A. certificate. 

The modern Accounting firm 
... Whose members have rugged 
education, broad basic background, 


business experience in many lines, 





te Se A 


ait 
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is today’s indispensable consultant 
to industry. Analyzing the past 
figures, they lay the ground for 
future policies. Smart companies 
profitably consult the CPA not once 
a year but regularly to perk profits, 
prevent losses. 


McBee is not an accounting 
firm... but our products and 
methods, plus experience of 40 
years, help provide the fresh facts 
upon which accountants base their 


findings. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenus, New York 17, N.Y... Offices in principal cities 





Position Open 











Controller 


Wanted by successful middlewest food 
processor as controller, man experienced jp 
taxes, accounting, costs; capable of fulfilling 
all other normal controller functions; able to 
handle subordinates and to properly prepare 
and present reports for executives. Prefer man 
not over 40. All replies strict confidence. Give 
complete history of education and experience, 
State salary required. Address: Box 572, “The 
Controller,’ One East Forty-second Street, 
New York 17, N. Y. 








Positions Wanted 





Controller-Treasurer—Chief Accountant or 
Business Manager 

Desires position of responsibility. Has fif- 
teen years of wide and varied experience in 
industrial organizations and five years with 
certified public accountant. Experience em- 
braces systems, budgets, financial statements, 
office procedures, federal and state taxes, 
Knows how to interpret figures with under. 
standing and to translate them into vital facts 
for management. Has operated plants. Uni- 
versity graduate, age 46, married, no children. 
Address: Box 557, “The Controller”, One 
East Forty-second Street, New York 17, N.Y. 


Controller 


Institute member desires position with com- 
pany in California offering opportunity for 
achievement. Twenty years controller and pub- 
lic accounting experience. Accustomed to heavy 
corporate responsibilities. Thofoughly experi- 
enced in modern methods, organization, internal 
control, cost accounting and taxes. Address Box 
Number 571, ‘The Controller,’’ One East Forty- 
Second Street, New York 17, New York. 


Controller—Cost Accountant 


Chief cost and general accountant, age 42, 
20 years’ excellent training and experience 
public and private business as top man. Mod- 
ern ideas, systems, methods, production plan- 
ning and control, standard costs, budgets, cred: 
its and collections, office management. Salary 
open. Address Box No. 574, “The Controller, 
One East 42nd Street, New York 17, New 
York. 


Treasurer and Controller 


Now employed as treasurer and controller 
by a large corporation with six plants, con- 
ducting a world-wide business. A resource- 
ful and conscientious executive, qualified by 
ability and eighteen years of experience to | 
plan, direct and execute responsibilities. 
Heavy experience in accounting systems an 
procedures, budgets, finances, costs and taxes. 
Institute member, college graduate. Mini- 
mum salary $10,000. Address: Box 57), 
“The Controller,” One East Forty-second 
Street, New York 17, N. Y. 


Accountant 


The services of a first-class accountant who 
speaks French, Spanish, and some Portugese, 
are available to any concern needing such 4 
man in South or Central America, or any other 
part of the world. Has been engaged in wat 
work as an accountant for the Rubber Deve 
opment Corporation, an agency of the United 
States Government, since March, 1943. Has 
worked successively in Brazil, Bolivia, and 
Peru. Performance record with Reconstruction 
Finance Corporation carries high rating. Has 
excellent references in New York City. Ad- 
dress Box No. 573, “The Controller,’ One 
East Forty-second Street, New York 17, N. Y. 
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Federal Banking Law Reports 


FOR BANKS LARGE AND SMALL—Here is some- 
thing new, something needed, for everyone respon- 
sible for the management and direction of banking 
activities. Here is something, new indeed, but time 
tested, time proved in actuality. For Federal Bank- 
ing Law Reports has stability and experience behind 
it, stemming as it does from the original reporter in 
this highly-technical field, first published in 1914. 
Here is a swift, authoritative, and continuing repor- 
ter on the thousand-and-one federal laws control- 
ling banks and banking. 


SCOPE OF THE “REPORTS”—Spanning the whole 
work-a-day world of statutes, regulations, rulings, 


court and administrative decisions, returns, forms, 


reports, instructions, concerning the important fed- 
eral regulation and control of banks and banking. 
Pertinent full text provisions, forms, detailed explan- 
ations, editorial comments and suggestions make 
clear exactly what to do, and how and when and 
why to do it in handling every day banking puzzlers 
under federal banking regulation. 


FAST REPORTING — Swift reporting of new 
developments as they “break” is traditional with 
the “Reports” — the editorial aim is “always first 
with the latest”. 


Write for Complete Details 


OF a> (iw. wa ‘ » 
Commence) CLEARING Hose 
PUBLISHERS OF TOPICAL LAW BREPORTS 
MUNSEY BLDG. 
WASHINGTON 4 


EMPIRE STATE BLDG. 
New YORK 1 


214 N. MICHIGAN Ave. 
CHICAGO 1 
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For Corporation Officials 
Who Are Considering 


Pension Plans 


BECAUSE of its long-term importance a pension 
program calls for consideration of all available in- 
formation regarding various types of pension plans 
and methods of financing. 

This Bank’s experience, both in administering 
pension trusts and in assisting corporations in the 
development of suitable pension plans, is at your 
disposal. 

Officers of our Pension Trust Division special- 
izing in this work will be pleased to discuss with 
you, in broad outline or in such detail as you may 
wish, the factors that we believe you will desire to 
consider in connection with a pension plan adapted 
to your Company’s requirements. 





Our booklet, Pension Plan Fundamentals, available 
on request, condenses into 17 pages a review of the 
basic factors involved in developing and financing a 
satisfactory pension plan. 











Guaranty Trust Company 
of New York 


Capital Funds, $312,000,000 


140 Broadway 
New York 15 


Fifth Ave. at 44th St. Madison Ave. at 60th St. 
New York 18 New York 21 


To be opened: 40 Rockefeller Plaza, New York 20 
London Paris Brussels 


Copyright, Guaranty Trust Company of New York, 1945 
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Institute Member Is Mayor 
of Lufkin, Texas 


Mr. W. D. Winston, Jr., a member of the 
Controllers Institute of America, and secretary 
of Lufkin Foundry and Machine Company, 

Lufkin, Texas, jis 
currently serving 
his first term as 
Mayor of Lufkin, 
having been elected 
in April 1945, 
He previously 
served the city as 
City Commissioner 
for two terms and, 
while a member 
of the City Coun. 
cil, was a leader 
in obtaining water 
facilities, paved 
Streets and sewer 
extensions for the 
city. Mayor Win. 
ston is a member 
of the Lufkin Lions Club ‘and is active in the 
local Chamber of Commerce, as well as being 
a member of the Lufkin Country Club and 
several hunting and fishing clubs in Angelina 
County. Popularly known as “Dee,” he was 
first employed by the Lufkin Foundry and 
Machine Company on November 15, 1913 and 
with the exception of about one and a half 
years soldiering in the first World War, he 
has been with the Foundry continuously, hav- 
ing been elected secretary of that corporation 
in 1920, which office he has held up to the 
present time. He was elected to membership 
in The Institute in July, 1941, and holds cer- 
tificate 1899. 





Mayor Winston 


| OBITUARY 











FREDERICK LEWIS BROWN 


Stricken with a cerebral hemorrhage on 
January 18, while at work in the office of 
the Lynn Gas and Electric Company, where he 
was employed as auditor for fifteen years, Fred- 
erick Lewis Brown, 52, of 115 Norfolk Ave- 
nue, Swampscott, died that night at Union 
Hospital. 

Mr. Brown was elected to membership in 
the Controllers Institute of America in Sep- 
tember, 1936, and was holder of membership 
certificate No. 798. 

A native of Gloucester, Mr. Brown was a 
member of the Wayfarers lodge and various 
Masonic bodies including Aleppo Temple, also 
the Lynn Kiwanis Club, East Lynn Post, Amer- 
ican Legion, and the Ionic Club of Swampscott. 

He leaves his widow, Mrs. Henrietta Brown 
of Swampscott; a son, GM 2/c Frederick P. 
Brown, of the Navy, who is stationed at Camp 
Elliott, California; two sisters, and a brother, 
Raymond Brown of Binghampton, N. Y. 

Services were held on January 22, followed 
by interment in Swampscott cemetery. 


* * * 


Taxation Without Exemptions 


Excessive expenditures are eventually 
paid for, under an unbalanced budget, in 
an inflation that falls with equal force 
upon poor and rich alike. Inflation is the 
equivalent of a flat income tax on evety- 
body, without exemptions. It is also the 
equivalent of a flat capital levy on savings 
accounts and insurance. policies, without 


exemptions. 
—N. Y. Times 
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How the 
Mimeograph duplicator 
can help you 
GET 


IT IN 


Here’s a simple one- 
two-three method of 
handling Purchas- 
ing, Receiving and 
Inspection paper 
work with complete 
control up and down 
theline. One writing producesall the need- 
ed copies for all three forms: Purchasing, 
Receiving, and Inspection. Everyone 
who needs to know has full information 
from the time the order goes out untjl 
the material is received, inspected, routed 
to stock and stores, and entered on 
material control inventory. Get full de- 
tails on this efficient new system by 
mailing coupon for free booklet. 














COPYRIGHT, A. B. DICK COMPANY 


Mimeograph 
duplicator 


*MIMEOGRAPH is the trade-mark of A. B. Dick Company, 


Chicago, registered in the U. S. Patent Office. 




















How the 


can help you 
GET IT DONE 


Our Production 
Control booklet 
describes acom- 
plete plan for 
simplifying and 
* " systematizing 
factory paper work. This plan, based on 
the use of Mimeograph* duplication, has 
been proved in both large and small in- 
dustry with great increases in efficiency. 
The plan as set down is a flexible one 
that can be adjusted to fit your precise 
needs. Order your booklet now. Have 
your men go over it and see how it can 
help you cut manufacturing costs by 
preventing errors and delay. 


Mimeograph duplicator 


Segoe uanbhwpipies essa ok a 


A. B. Dick Company, Dept. Q-346 


720 W. J 
Please se 


0 “Com 
and Raw 


NAME 


ackson Blvd., Chicago 6 
nd me your free booklets: 


plete and Accurate Control over All Purchased Parts 
Material.” 





COMPANY 


ADDRESS. 
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| 0 “Production-Control Paper-Work.” 
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REQUESTS MODIFICATION OF 
MIMEOGRAPH 5957 


Mr. ARTHUR R. TUCKER, 
Editor, ‘The Controller’ 

I enclose an article entitled “Comments on 
Mimeograph No. 5957 of the Commissioner of 
Internal Revenue Relating to the Ending of the 
Amortized Period’’ which I think is timely in 
view of the attention this Mimeograph is now 
receiving. 

WILLIAM M. SHANAHAN 
Consolidated Vultee Aircraft 
Corporation 
San Diego, California 
January 3, 1946 


COMMENTS ON MIMEOGRAPH No. 5957 OF 
THE COMMISSIONER OF INTERNAL REVENUE 
RELATING TO THE ENDING OF THE 
AMORTIZATION PERIOD 


A review of Mimeograph No. 5957 of the 
Commissioner of Internal Revenue, dated De- 
cember 12, 1945, indicates that Answers 11 and 
14 should be modified in order to eliminate ap- 
parent inequities. 

Questions 11, 12, and 14 and the answers 
thereto are as follows: 


11. Are facilities acquired in September, 
1945, subject to amortization over the shortened 
period provided in Section 124(d) of the Code? 

Section 124(a) of the Code provides that the 
sixty-month period shall begin, at the election 
of the taxpayer, with the month following the 
month in which the facility was completed or 
acquired or with the succeeding taxable year. 
Section 124(d), with respect to termination of 
the amortization period, provides that in the 
event the taxpayer elects to terminate the amor- 
tization period as of the end of the month in 
which the President's proclamation was issued, 
the amortization period shall end with the end 
of the month in which such proclamation was 
issued in lieu of the end of the sixty-month pe- 
riod. Inasmuch as the amortization period, with 
respect to facilities acquired in September, could 
not begin until October 1, 1945, and since the 
date of the President’s proclamation ending the 
emergency period on September 29, 1945, oc- 
curred, not within, but prior to the beginning 
of the amortization period, such facilities are 
not subject to amortization over a shortened 
amortization period. 

12. May facilities which are under construc- 
tion on September 29, 1945, be completed and 
the entire cost be amortized over the shortened 
period provided in Section 124(d) of the Code? 

With respect to facilities which were incom- 
plete on September 29, 1945, any costs incurred 
subsequent to that date may not be amortized 
over the period ended September 30, 1945. Sec- 
tion 124(d)(6) provides that the taxpayer may 
make an election to take an amortization de- 
duction using an amortization period begin- 
ning with the month in which the construction, 
reconstruction, erection, or installation was be- 
gun and ending as of the end of the month 
within which the President's proclamation was 
issued. The costs thus subject to amortization 
include only those incurred on or before Sep- 
tember 29, 1945, the end of the emergency pe- 
riod, The costs incurred subsequent to Septem- 
ber 29, 1945, for depreciable assets, in event of 
election under Section 124(d)(6), are subject 
only to the depreciation allowance. If, however, 
the taxpayer does not elect to terminate the 
amortization period under Section 124(d), he 
may amortize the entire cost, including costs 
incurred both before and after September 29, 
1945, over a sixty-month period after comple- 
tion. As to what constitutes costs incurred before 
the end of that period, see the answer to Ques- 
tion 14. 

14. In case of facilities under construction by 
the taxpayer at the time the emergency period 


The Controller, March, 1946 


ended, what is the status of costs under con- 
tracts for materials, title to which has not 
passed to taxpayer or for labor which has not 
been performed? 

With respect to facilities under construction 
by the taxpayer which are incomplete on Sep- 
tember 29, 1945, materials and labor contracted 
for but with respect to which title to the ma- 
terials had not passed to the taxpayer, or labor 
had not been performed on or before Septem- 
ber 29, 1945, there is no cost subject to amorti- 
zation beginning with the month in which the 
construction was begun and ending as of the 
end of the month in which the President's proc- 
lamation was issued, as provided in Section 
124(d)(6) of the Code. The total cost of such 
facilities when completed may, however, be 
amortized over the sixty-month period as ex- 
plained under Answer 12 above, provided elec- 
tion is not made under Section 124(d)(6) of 
the Code to take amortization of costs incurred 
to September 29, 1945. 


Let us consider the case of a certificated facil- 
ity completed in September, 1945, versus a 
certificated facility which was incomplete on 
September 29, 1945. Under Answer 11 of Mim- 
eograph 5957, a taxpayer who completed a cer- 
tificated facility in September, 1945, cannot 
amortize the cost of this facility over a shortened 
amortization period. However, if, as a result of 
fortuitous circumstances, a certificated facility 
were only 98 per cent complete on September 
29, 1945, under Section 124(d)(6) of the In- 
ternal Revenue Code and Answer 12 of Mimeo- 
gtaph 5957, the taxpayer could begin the amor- 
tization period with the month in which 
construction, erection, or installation was begun 
and end the amortization period on September 
30, 1945, the end of the month in which the 
President proclaimed the emergency period to 
be over. 

In the latter case, the amortization allowance 
computed on the basis of the shortened amorti- 
zation period would be a deduction during the 
high-tax war years, while in the former case, 
the amortization allowance would only be de- 
ductible during the ensuing 5 low-tax postwar 
years in which the taxpayer may have only a 
nominal profit. In addition, the taxpayer may 
have little or no use for the certificated facility 
during this postwar period. Obviously, this is 
inequitable. A taxpayer certainly should not be 
penalized merely because it happened to com- 
plete a certificated facility in September, 1945. 
A certificated facility completed in September, 
1945, should be treated the same as one com- 
pleted in August, 1945. In so far as the right to 
amortize is concerned, what essential difference 
is there between a certificated facility completed 
on August 31, 1945, and one completed a day 
later on September 1, 1945? 

There is nothing in the law that supports 
Answer 11. In fact, Answer 11 is directly at var- 
iance with Section 124(d)(6) of the Internal 
Revenue Code. If the Congress did not intend 
to permit taxpayers to amortize certificated facil- 
ities completely during the emergency period, 
then there is no justification for Section 124 
(d) (6) of the Internal Revenue Code. 

Moreover, if Answer 11 is not modified, tax- 
payers who had certificated facilities completed 
in September, 1945, will be forced to resort to 
the expediency of obtaining Certificates of Non- 
Necessity as of August 14, 1945, (VJ-Day), in 
order to have September completions treated as 
incomplete facilities as of August 31, 1945, and 
thus be in a position to spread the cost of these 
facilities over the period of the emergency in- 
stead of over the next 5 postwar years. 

Answer 14 should be enlarged to cover the 
cost of terminating commitments made for cer- 
tificated facilities. There is abundant support for 
this procedure in the pattern that has been fol- 
lowed in settling termination claims under the 
Joint Termination Regulations. 

A case in point is where a taxpayer com- 
mitted itself to purchase special precision ap- 


paratus for installation in a certificated facility, 
Over a period of months, the vendor worked 
on this project and at September 30, 1945, had 
it about 95 per cent complete. If the order had 
been cancelled on that date, the vendor could 
either have sued to compel specific performance 
or for damages. Obviously, the cost of terminat. 
ing this undertaking should be added to the 
cost of the incomplete facility at September 39 
1945. Regardless of who had title, the taxpayer 
was obligated to pay for the work; therefore 
the costs were incurred prior to the end of the 
emergency and should be included in the amount 
subject to amortization. 

Unless Answers 11 and 14 of Mimeograph 
5957 are modified to eliminate the inequalities 
set out above, the task of the Commissioner in 
administering Section 124 of the Internal Rey. 
enue Code will be needlessly complicated. 


Machine Tool Builders 
Ask Tax Change 


The National Machine Tool Builders Associ- 
ation will urge the joint tax committee of the 
House and Senate to revise the Treasury's policy 
on depreciation of machinery to permit a man- 
ufacturer to charge off the cost in a shorter 
period, Tell Berna, general manager of the or- 
ganization said recently at a meeting of the as- 
sociation’s committee on fiscal problems. 

Mr. Berna said the present Treasury policy 
gave a manufacturer an average of 20-74 years 
as the life of a machine tool for charge-offs, He 
added that on the other hand machine tool com- 
panies changed the designs of their products 
every seven years, thus making obsolete a sub- 
stantial amount of tools and machinery. 

The speaker declared that at the beginning of 
World War II two-thirds of the machine tools 
of this country’s industry were obsolete because 
manufacturers had not replaced them with the 
latest designs. He said the manufacturers, be- 
cause of the Treasury’s depreciation policy, were 
not encouraged to buy new designs. However, 
he reported, Germany prior to the attack on 
Poland had a liberal policy of depreciation that 
enabled the Reich’s industrial establishments to 
equip with the most modern tools. 

Mr. Berna asserted that the Treasury should 
permit a shorter useful life for machinery. He 
said increasing taxes would be paid over suc- 
ceeding years during which a machine was in 
use, but that a manufacturer would have the ad- 
vantage of being able to replace his equipment 
readily when the machine tool industry pro- 
duced better types. 

The speaker declared that the country as a 
whole would benefit if the Treasury allowed a 
shorter period of depreciation, as industry 
would operate with greater efficiency. 
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out the office. It is his job to see that the 
central files and the stenographic pool are 
running smoothly. It is his job to provide 
adequate and efficient telephone and tele- 
graph facilities. It is his job to develop 
efficient operation of duplicating activities, 
and it is his job to assist in the layout of 
all office space. I expect my Controller to 
build up and maintain the reputation of 
The Crosley Corporation by the prompt 
payment of vendor invoices—and we have 
two thousand vendors. I expect my Con- 
troller to make prompt and accurate pay- 
ment to factory employees for hours 
worked and, to assist him in this matter, 
he is likewise responsible for all attend- 
ance recording of such factory employees. 


¥UM 
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This installation of Burroughs machines 
TeMniil-Me areflolatommn (obilelate] MM sfela) @mm alellelae 
apolis, is just one of thousands found 
in offices throughout the world 


Whether the need is for one all-purpose machine for many jobs, 
or many machines for one job—the broad range of adding, 
calculating, accounting, statistical and cash handling 
machines developed by Burroughs gives business 
concerns a flexibility of choice that assures maximum 
efficiency and productivity from a minimum 
investment in equipment. That business concerns, large 
and small, have found it pays to do business 
with Burroughs is amply reflected in the fact that 
you see Burroughs machines wherever you go. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT 32, MICHIGAN 


FIGURING,, ACCOUNTING AND STATISTICAL MACHINES e NATIONWIDE MAINTENANCE SERVICE » BUSINESS MACHINE SUPPLIES 














The Controller, March, 1946 


Lany lr Yarra, 








why, I learned to work our 
problems with less than 15 minutes 
instruction. So make it easy on 
yourself, ask your boss to order 

Pe Friden Fully Automatic 


»s \ Calculator. For information and 
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Friden Mechanical and Instructional Service is available in approximately 250 


Company Controlled Sales Agencies throughout the United States and Canada. 


FRIDEN CALCULATING MACHINE CO., INC. 


HOME OFFICE AND PLANT « SAN LEANDRO, CALIFORNIA, U.S.A. * SALES AND SERVICE THROUGHOUT THE WORLD 








I expect my Controller to be an able or. 
ganizer of his various functions and to 
render efficient management of his depart- 
ment. To this end he must be a good 
judge of men and exercise discernment in 
the selection of key personnel, each of 
whom must be a potential Controller. In 
addition, I charge him with the responsi- 
bility of developing minor executives 
within his department to the point where 
they can assume major executive roles. It 
goes without saying that I expect my Con- 
troller at all times to be conscious of the 
morale of his employees and to be on the 
search for methods whereby this morale 
can be improved. 

In conclusion I would like to summar- 
ize the four major points which I require 
of my Controller. These are: 

1. Absolute control over the financial 
operations within the company. 

2. Current knowledge of all pending 
or newly made laws which will affect the 
company profits in any way. 

3. To exercise an active part in the 
overall management of the business. 

4. The proper performance, organiza- 
tion and administration of all functions 
within his department. 





ACCOUNTING MANUALS 
(Continued from page 144) 











ences is to review and consider local prob- 
lems and to develop improved procedures 
and plans for the future. This is in accord- 
ance with our practice to invite the active 
cooperation of field accountants, and of 
management, and thus avail ourselves of 
their knowledge of changing conditions 
and of their practical experience. 

The effectiveness of our Accounting 
Manual depends upon (1) the qualifica- 
tions of the personnel of the Accounting 
Manual department adequately staffed 
with individuals who have knowledge of 
the various departmental operations; (2) 
the cooperation and collaboration of field 
accountants and of management and (3) 
the constant follow-up of our internal and 
our independent auditors for assurance 
that Manual requirements have been ob- 
served. It has been our policy to work 
closely with field accountants and manage- 
ment and the results obtained through 
this cooperation have been very gratifying. 

In the foregoing I have dealt only 
briefly with the original preparation of 
the Accounting Manual ao have confined 
my remarks for the most part to the in- 
teresting phase of keeping it alive, so to 
speak. This involves the collection of in- 
formation, research, conferences, issuance 
of revisions, and policing by internal av- 
ditors and independent public accountants 
to see that the procedures are being unl- 
formly applied by all companies within 
our organization. Thus in the Accounting 
Manual we have a vital tool which serves 
an important function as a part of our ac 
counting equipment. 
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FINGERS ON THE KEYBOARD 





WASHINGTON . .. nerve-center 
of America . . . pulsing each day 
with rulings, regulations, laws, orders, deci- 
sions that affect American business, Ameri- 
can dollars. Today in -Washington, in at 
least one of 234 centers of information, some- 
thing happened that affects your operations. 
Tonight in Washington, fingers of BNA in- 


OF THE NATION 






formation specialists will race over typewriter 
keyboards . . . tell what happened, why it 
happened, what it means. Tomorrow in De- 
troit or Hartford or Memphis or wherever you 
may be, full details and analysis can be on 
your desk, indexed for fast reference. 


Many BNA clients are Controllers . . . for Controllers need this fast, detailed coverage 
in daily planning. BNA reports provide timely, authoritative, on-the-spot in- 


formation. 


As just one example, take a new tax bill. When the House-Senate conference com- 
mittee reaches an agreement on the bill, BNA is on hand to get the details. Con- 
troller clients are immediately alerted, advised what the proposed levies mean. 


BNA follows the bill through Congress, reports all changes and revisions. Frequently 
before congressmen have the final, printed version, the full text is on its way to 
BNA subscribers. Thus, Controllers who follow BNA Reports know about a major 
cost item and are able to make adjustments far ahead of others. 


BNA Reports are relied upon by Controllers and other executives from coast-to-coast. 


No other reports are so complete, so fast. 


TELL US THE INFORMATION YOU NEED---WE’LL TELL YOU HOW TO GET IT 


WRITE DEPT. H 


BUREAU OF NATIONAL AFFAIRS, INC. 


WASHINGTON 7, D. C. 














INSTITUTE ACTIVITIES 








A picture of what The Controllers Institute 
has been working at in the past two months is 
presented in the reports made to the Board of 
Directors by Arthur R. Tucker, its managing 
director. 

Under date of January 22, a report read, in 
part: 


The year-end period is usually kept clear of 
Institute committee meetings, in view of the 
heavy pressure under which controllers work 
in December and the early months of the new 
calendar year. 

In conformance with that custom, no meet- 
ings of national committees were scheduled in 
late December or to this date in January, ex- 
cept those of the Admissions Committee. 

Several interesting developments, however, 
have been noted in the thirty-nine days since 
the meeting of the Board on December 14, 
1945, to which further reference is made in this 
report. 


Applications for Membership: 

Applications for membership in January to 
date number 14. 

During December 1945, 35 applications 
were received, as contrasted with 32 in Decem- 
ber 1944. 

Applications for the first four months of the 
current fiscal year, September-December, in- 
clusive, totaled 93, as contrasted with 151 in 
the similar period a year previous. 

An average of 21 applications a month, or 
250 for the year, is envisioned in the current 
year’s budget. The number of applications in 
the first four months of the current fiscal year 
was 9 in excess of the quota for the period. 


Education Committee's Activities: 


These are discussed in a separate report, 
covering the developments of the five-week 
period since the December meeting of the 
Board. A supplementary bulletin, as a fol- 
low-up to the one mailed in December, is on 
the press and is scheduled for mailing late this 
month. (The reports are discussed elsewhere 
in THE CONTROLLER.) ' 


Committee on Cooperation with SEC: 


A special report was made by chairman 
Riche H. Johnson to Mr. W. W. Wrentz, of the 
Commission’s office, concerning two questions 
which were received by Mr. Johnson on Decem- 
ber 28, 1945,’ concerning proposed changes in 
Rule X-13A-6A. One of these changes would 
require quarterly reports of gross sales during 
the reconversion period. The committee agreed 
that this would be helpful to the Commission, 
but suggested that this requirement, if adopted, 
should not extend beyond the end of 1946. 


The second question had to do with filing a 
condensed income statement quarterly. The 
committee replied: 


“On this the Committee has a variety of 
opinions. Boiled down, however, there seems 
to be no serious objection if we make certain 
provisos. 

“To illustrate, some companies, particularly 
large ones which issue consolidated reports to 
their stockholders, would find it extremely diffi- 
cult, as well as expensive, to issue quarterly all 
of the details that they show in their annual 
reports. Some companies issue semi-annually a 
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very condensed estimate of earnings, whereas 
others issue a similarly condensed quarterly 
estimate. 

“It is my feeling that if SEC does finally te. 
quire such statements they should be in the 
same form as the companies now issue them, 
either to their stockholders or to the press for 
publication, or, to put it another way, to the 
New York Stock Exchange. 

“I know that in the case of my own com. 
pany it would be extremely burdensome, as 
well as expensive for us to accumulate sales, 
costs, expenses, = the like, such as we show 
annually, and replies I have received from other 
committee members reflect the same condition 
in their companies. 

“For this reason, I am going to ask that if 
the SEC finally adopts a ruling requiring quar. 
terly statements the companies be let off as 
lightly as possible, and, to repeat, I suggest re. 
quiring little if anything more than the com- 
panies now give, either to the New York Stock 
Exchange or direct to their shareholders.” 


Participation in Accounting Conference: 

An invitation was received by President E. E. 
McConnell from Mr. Jacob B. Taylor, of Ohio 
State University, to, participate in the Eighth 
Accounting Conference at the University on 
May 17 and 18. As Mr. McConnell plans to 
make a trip to the Pacific Coast at that time, 
Mr. Daniel M. Sheehan, a vice-president of 
The Institute, was requested to take this as- 
signment. He agreed to do so. Presidents of 
the American Institute of Accountants, of the 
American Accounting Association, of the In- 
stitute of Internal Auditors, and of the Na- 
tional Association of Cost Accountants, will be 
on the program. Mr. Sheehan’s subject will be 
“Organization for Effective Profit Control.” 


Annual Meeting Arrangements: 
Accommodations have been reserved at Hotel 
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Y 
The “DREAM” 
ledger comes to life 


with KOLECT-A-MATIC! 


Look at the Simplified Unit Invoice 
Accounting Plan from any angle, 
and it’s still the “dream” plan. 

The Controller wants protection 
against loss with complete proof of 
posting and control figures. 

This plan provides both—constantly 
and with minimum clerical effort. 

Credit and Collection Manager 
wants fast, accurate credit authori- 
zation and automatic collection 
activity that gets the money in. 

Both are important features of this 
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VOLUME of work could be fifty percent higher—no additions 
to clerical staff needed at American Chicle Company. 
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plan. Unpaid items are “filed” with 
the credit history in visibly indexed 
Kolect-A-Matic pockets. Accounts are 
“aged” on margins with Graph-A- 
Matic signal control for eye-analysis. 

Owners want to save clerical and 
office expenses and protect irreplace- 
able records against fire. 

This plan reduces clerical labor by 
40% to 60% in the experience of 
prominent users. Safe-Ledger Trays 
provide certified fire protection at the 
point of use—saving vault space and 
the daily moving of records. 


SYSTEMS DIVISION 






CLERKS pass orders for credit and review accounts for collec- 
tion twice as fast with this system at Norwich Pharmacal Co. 


FIFTY percent reduction in bookkeeping payroll, greater accu- 
racy, improved collections at Commercial Motor Freight. 






‘4 
Nolect Lj FH 4. 
K Cle. atic 





SEND TODAY for an illustrated de- 
scription of this Simplified Account- 
ing Plan. Ask our nearest Branch 
Office for booklet KD-253.or write us. 


Reniaglon Rend 


315 Fourth Avenue, New York 10, N. Y. 
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Commodore, New York City, for a meeting 
September 15 to 18, 1946, inclusive, and Mr. 
William Widmayer, President of the New 
York City Control, has been invited to serve 
as general chairman. He has accepted. 


Anniversary Observance: 

The observance of the Fiftéenth Anniversary 
of the formation of The Institute, in conjunc- 
tion with the Annual Meeting, will be under 
the chairmanship of Mr. E. B. Nutt, of Stand- 
ard Oil Company of New Jersey. He will name 
a special committee to arrange the observance. 


Spring Conferences: 

The Eastern Spring Conference will take 
place at the Waldorf-Astoria Hotel, New York 
City, beginning with a reception Sunday after- 
noon, April 14, 1946, and continuing through 
Monday, April 15, with the Conference Dinner 
that evening. 
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The Midwestern Spring Conference will take 
place at the Book-Cadillac Hotel, Detroit, be- 
ginning with a reception Sunday afternoon. 
April 28, and continuing through April 29 
and 30. 


Under date of February 13, 1946, a report 
read, in part: 

This report covers the period January 22- 
February 13, 1946, inclusive. In that three- 
week period— 

Preparations were made for the Eastern 
Spring Conference in New York City on April 
14 and 15, and for the Midwestern Spring Con- 
ference in Detroit on April 28, 29 and 30. 

Visits to Controls were made as follows: By 
the Managing Director, to Chattanooga on 
January 29 and to Atlanta on January 31; by 
Paul Haase, an assistant secretary, to Dallas 
(joint meeting with Houston) on January 25; 
to Detroit, on January 29. 





WAR SURPLUS 


ARRIVING AT LAST! 


Termination procedures are releasing surplus office machines 
from Government Departments and War Plants. We are seeking 
out every available machine in behalf of the many Accountants 


that we serve. 


These surplus machines are rebuilt—from the chassis up if neces- 
sary. They are robustly tested by expert operators. They are 
guaranteed to look and operate like new. A year’s free service 


is provided with each machine. 


For more than 25 years we have had the privilege of cooperat- 
ing with Accountants. Considerable savings in money and much 
quicker possession of the equipment results from deciding on our 
guaranteed rebuilt machines. A representative will be assigned 
to work subject to your recommendations in suggesting business 
machine systems for your clients. 


P.S.—If you advise clients to sell surplus machines—please tell us. It will 
be greatly appreciated both by us and your professional colleagues. 


ADDRESSING MACHINE & EQUIPMENT CO. 


326-330 BROADWAY 


NEW YORK 7, N. Y. 


WOrth 2-5337 











A meeting of the Committee on Federal 
Taxation was called to be held February 15, 
Many interesting and constructive suggestions 
have been received from members, by the Com. 
mittee. 

A meeting of a special committee, of which 
Mr. L. M. Nichols is chairman, to consider 
Controls’ allotments and other matters, was 
held in Chicago, January 25. 

A communication was received from the Se. 
curities and Exchange+Commission stating that 
it is now proposed to rescind the requirements 
instituted in July, 1945, covering a reporting 
program designed to provide investors with 
current information concerning changes in the 
dollar volume of war business, as war contracts 
were cancelled. The Commission stated that it 
is now proposed to require quarterly ‘reports 
of the dollar amount of sales and operating 
revenues only.” A draft of the proposed rule 
was submitted for comments by The Institute, 
The Committee on Cooperation with the SEC 
has the matter under consideration. 

A meeting of The National Committee on 
Admissions was held February 11, 1946. Twen- 
ty-seven applicants were approved. 

Bulletin 2, a supplement to Bulletin 1, pre. 
pared by Dr. Edward B. Logan, director of Re- 
search of the Committee on Education, was 
mailed to members of The Institute on Feb. 
ruary 7, 1946. Bulletin 2 is entitled “The 
Place of the Controller’s Office in the Business 
Organization—II.” 

Applications for membership in January, 
1946 numbered 21, which is to be compared 
with 42 in January, 1945. The applications 
for five months,.September, 1945 to January, 
1946, icnlusive, numbered 114, which is to be 
compared with 193 in the similar period a 
year ago. 

The American Institute of Accountants sub- 
mitted on February 7, copies of a memorandum 
on the subject of quasi-reorganizations as a 
means of establishing bases of accountability 
for assets other than costs to a corporate owner. 
The memorandum is to be circulated among 
members of The Institute’s Committee on Con- 
sideration of Mutual Problems with the Ameri- 
can Institute of Accountants. 


NorTEs 

Assistant Secretary Paul Haase will par- 
ticipate in a meeting of the Toledo Control on 
February 14, which will be devoted to a study 
of the educational activities of The Institute. 
He will attend similar meetings of the Detroit 
and Chicago Controls on February 26 and 28. 

The Hartford Control scheduled a meeting 
for February 14, which will include a visit to 
the plant of the Fuller Brush Company, motion 
pictures, dinner at a nearby country club, and 
a round-table discussion of current subjects. 


BOARD ACTIONS 
January 25, 1946 


Suggestions to Committee on Cooperation with 
SEG; 


Commenting on that portion of the Manag: 
ing Director's report which dealt with the ac 
tivities of the Committee on Cooperation with 
the Securities and Exchange Commission, the 
Board voted, on motion by Mr. Hunt, seconded 
by Mr. Siddall, to request the Committee to 
submit to the Securities and Exchange Commis- 
sion a definite form of simplified quarterly 1¢ 
port. The consensus of opinion was that a rule 
requiring a quarterly report would be in order 
if the minimum of requirements is established, 
without further subsequent expansion. 


Election of New Members: 

A report from the National Admissions 
Committee was presented, recommending elec- 
tion to active membership of thirty-four appli- 
cants whose qualifications had been approved. 
(Please turn to page 178) 
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| Reviews of Recent Publications 





Useful Source Studies 

THE PATTERN OF CORPORATE FI- 
NANCIAL STRUCTURE, By Walter A. 
Chudson, 148 pages, and CORPORATE 
CASH BALANCES 1914-1943, By Fried- 
rich A. Lutz, 132 pages, each priced at 
$2.00 and published by National Bureau 
of Economic Research, 1819 Broadway, 
New York 1, N. Y. 

The first of these books shows the ratio 
of each balance sheet item to both total 
assets and sales and how these ratios vary 
according to type of business and as 
between large and small, and profitable 
and unprofitable concerns. Other studies 
have been more intensive but have neces- 
sarily been confined to small samples of 
our economy. This is the first extensive 
study covering all manufacturing, mining, 
trade and construction corporations in the 
United States. It is based on income tax 
and S.E.C. data for the year 1937. 

There is no normal or typical pattern of 
financial structure for all corporations 
but when concerns are classified separately 
for each balance sheet item certain cluster- 
ing of ratios can be discerned. Ratios 
based on sales display industrial rankings 
which differ from those based on total 
assets. Manufacturers of consumers’ goods, 
at least in 1937, obtained about one-half 
more sales per dollar of assets than man- 
ufacturers of producers’ goods. The turn- 
over of capital appears to decline as the 


size of manufacturing corporations in- 
creases but this may be due to the degree 
of vertical integration because there is no 
such tendency in the case of trading cor- 
porations. 

The proportion of both current assets 
and current liabilities to total assets was 
larger in trade, and smaller in public util- 
ities than in manufacturing. Among the 
subdivisions of manufacturing the volume 
of current indebtedness tended to vary 
with the sum of the inventories and re- 
ceivables. Within each business group the 
current ratio tended to rise with the size 
and profitability of the individual concern 
but this was due to smaller current liabil- 
ities (this was prior to war taxes) rather 
than to larger current assets. Short-term 
bank credit formed a smaller part of the 
liabilities of the larger than of the smaller 
and of the profitable than of the unprofit- 
able concerns. 

Both accounts receivable and accounts 
payable displayed wide industrial varia- 
tions. Some of this difference is explained 
by institutional customs, such as factoring, 
but in many cases the amount of credit 
extended was directly related to the dura- 
bility of the product and the amount of 
credit received to the length of the pro- 
duction process. The proportion of inven- 
tory appeared to depend largely upon the 
length and character of the production 
process and the relation of the industry 
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to its sources of supply and its selling out. 
lets. Other factors in both open accounts 
and inventory were the degree of verticg| 
integration and the amplitude of seasonal 
fluctuations. 

The percentage of the investment in 50. 
called ‘fixed assets’ to that in inventories 
averaged about 150 for manufacturing 
100 for retail trade, and 33 for wholesale 
trade. 


CasH BALANCES 


The study of Corporate Cash Balances 
is based both on Internal Revenue statis. 
tics for all corporations and on the more 
detailed data available from published f. 
nancial statements selected as samples. Its 
purpose is to contribute to general knowl. 
edge in the field of monetary research and 
to provide a broader perspective for the 
current discussion of the cash liquidity of 
corporations. 

The cash balances of all non-financial 
corporations from 1926 to 1936 reflected 
very closely the cyclical ups and downs of 
the total means of payment (bank depos- 
its and currency) of the United States, 
Through the latter part of the boom of 
the 1920's, the deep depression, and the 
following revival these corporations as a 
whole neither gained cash at the ex 
of other cash holders nor lost cash to them 
to any marked degree. 

The velocity of circulation of the cash 
balances of large manufacturing corpo 
tions was relatively stable during the 
1920's, declined in the depression after 
1929, rose in the upswing of 1934-1937, 
and fell again in 1938. Between 1939 and 
1943 the cash of these corporations in- 
creased 47 per cent. while the U. S. total 
means of payment increased 78 per cent. 
and expenditures by these corporations in- 
creased 140 per cent. The 1943 ratio of 
cash on hand to payments made was al- 
most as low as that for 1937, which was 
the lowest since 1929. 

Credit men will find a lot of useful in- 
formation in ‘The Pattern of Corporate 
Financial Structure” and would doubtless 
be glad to see similar studies for other 
years. Both books should prove to be use- 
ful sources of information for controllers, 
especially for those who are interested in 
the effect of business policies upon out 
economic and social structure. 

Reviewed by E. STEWART FREEMAN, 

Dennison Manufacturing ©, 
Framingham, Massachusetts. 


The War and Our Banks 


BANK LIQUIDITY AND THE WAR 
By Charles R. Whittlesey. Published by 
National Bureau of Economic Reseatth, 
1819 Broadway, New York 23, New 
York. 

The author discusses the effect on the 
banking system from its participation ® 
the financing of World War II and cot 
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In the popular 914" x 117%” size THE WIDE CHOICE of expertly designed forms available in this new 7141 


++. ruled brown and green on 
“Eye-Ease” green-white high rag 


Series of Unit Accounting Forms makes it possible to meet the accounting 


content ledger paper, to reduce needs of practically every business . . . from the small one-man establishments 


eye-strain and errors in posting. 
THE- COMPLETE LINE 


to the large corporations. 








7141 SERIES For example, forms 7141 CRS and 7141 CDP, illustrated above, provide 
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7141 RJ —_ Journal records of larger businesses. 
ph oe analy thee teak The instant availability of these stock forms makes possible the immediate 
7141 CRS Record of Cash Receipts installation of complete record-keeping systems. 

and Income Record 
7141 CDP Record of Cash Disburse- 

ral cya SEE YOUR STATIONER — or write us for descriptive Folder No. 41 
7141 GL General Ledger with complete information, illustrations and prices. 
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pares Bank liquidity at the present time 
with the period following World War I. 
He also discusses the variance of policy 
between different banks and between com- 
munities and describes the function of the 
Federal Reserve Banks in furnishing 
liquidity to its member banks. The reader 
will find a description of the open market 
operations and the Treasury Bill policy 
of the Federal Reserve Banks in the book. 

The liquidity problems of banks, the 
author Jalna as “primarily and basically 
the problem of assuring that there will be 
an adequate amount of cash on hand 
when needed, to meet all demands for 
cash.” 

“For any individual bank the problem 
of liquidity . . . . entails the provision 
of adequate cash as it is needed, the spac- 
ing of maturities of income yielding assets 
to meet future demands for cash and the 
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realization of as high a net income as is 
consistent with safety.” 

At the peak of deposit expansion fol- 
lowing the First World War, investments 
represented less than a third of the earn- 
ing assets of National Banks. By 1934, 
they had risen to half, and by the middle 
of 1944 to nearly four-fifths. The volume 
of deposits is closely linked to the volume 
of earning assets. There is a tendency for 
the total of bank loans to vary with busi- 
ness activity but there is no corresponding 
tendency for the volume of Federal debt 
to vary with business activity. The author 
states ‘‘as matters stand today, the only 
way a substantial decline in deposits could 
come about would be through a decrease 
in the volume of Treasury obligations 
held by banks..... Furthermore, as 
long as earnings assets consist overwhelm- 
ingly of government obligations, the vol- 
ume of deposits is no longer subject to 
the same spontaneous tendency toward 
contraction in a period of falling business 
that exists when assets are of a commercial 
character.” 

The individual banker is of course 
faced with the possibility of shifting of 
deposits from his locality to another, but 
these will be local problems in* which 
they will be aided by other banks more 
favorably situated. 

The present policy of the Federal Re- 
servé Banks in providing a market for se- 
curities of the types held by banks assures 
the liquidity of most individual banks and 
of the system of banks. 

Only a small proportion of commercial 
bank assets are vulnerable to a fall in 
prices such as occured after World War I, 
and the bulk of bank assets are not of a 
type likely to shrink in value as abruptly 
in a period of business recession as they 
did in the early thirties. The author states 
that “the average maturity of assets has 
become shorter since 1939 with a pro- 
nounced increase in the proportion of se- 
curities maturing within one year and a 
sharp reduction in those maturing in 10 
years or longer—and on the basis of cus- 
tomary standards of excellence the quality 
of bank assets seems higher today than 
ever before.” 

Reviewed by E. F. Lyxe, 
Comptroller, 
City National Bank & 
Trust Co., Kansas City. 


Tempus Fugit, Indeed! 
THE WAR: FIFTH YEAR. By Edgar 
McInnis. Published by Oxford University 
Press, New York. $2.50. 

For the fifth consecutive year, Oxford 
University Press has issued a volume 
covering twelve months of World War 
II. Each of the volumes is the work of 
Edgar McInnis, Associate Professor of 
History at the University of Toronto, 
Canada, and this year’s issue carries an 
introduction by Field Marshall Sir 
Henry Maitland Wilson. 





The current volume maintains the 
same high standard of reporting and 
analysis established in the previous pub. 
lications. It covers the period ts 
October 1943 to September 1944 and 
includes a documentary appendix 4s 
well as a day-by-day chronology and the 
ever-important index. 

The march of military events in the 
war years was so rapid that much of it 
already tends to be as hazy as the hap. 
penings in some conflict of some earlier 
times. A number of informative maps 
in this book will serve further to te. 
mind readers of the rapid passage of 
events, so critically important a year or 
more ago, which have now been dwarfed 
and dimmed, so to speak, by the prob- 
lems and considerations brought on by 
the atom bomb, the postwar jockeying 
for strategic position among the various 
nations, and the many other trials and 
worries that have beset us ever since 
peace “broke out” on the European 
front in May and in the Pacific area in 
August of that bygone year of 1945. 

Reviewed by PAUL HAAsE 


* * * 


Two recent titles in the “Small Business 
Series” published by the Department of Com- 
merce, State of New York, are “Record Keep. 
ing for Small Business” and ‘Financial Serv- 
ices for a Small Business.” The booklets are 
part of a series of management aid bulletins. 
The second of the two listed above, was co- 
sponsored by the New York State Bankers 
Association. 





FORTHCOMING REVIEWS 
OF PUBLICATIONS 
“A Tax Program for a Solvent 
America.” 
“Contemporary Accounting: A 
Refresher Course for Public Ac- 
countants.” 











New Rule on Bonus Plan 


Under the Investment Company Act, the Se- 
curities and Exchange Commission has adopted 
a new rule in connection with bonus, profit- 
sharing and pension plans provided by regis- 
tered investment companies and their con- 
trolled companies for directors, officers and 
other affiliated persons. : 

Before submission of such plans to security 
holders for approval or their adoption other- 
wise, the rule specifies that an application re- 
garding the proposal must be filed with the 
SEC so that the commission will have at least 
ten days in which to study the plan and deter- 
mine whether a hearing should be held. 

The purpose of the rule, the commission €x- 
plained, is to protect registered investment 
companies and their controlled companies, and 
the security holders of such companies against 
participation in such plans on an unfair and 
inequitable basis. 


Do You Have $2,000 Handy? 


The United States national debt will total 
$275,000,000,000 by July 1 of this yeat, a 
cording to Secretary of the Treasury Vinson. 
This would be about $2,000 for every man, 
woman and child in the nation. 
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Never thought we'd be done by five 








Going down, please. 

What is this? Is everything done 
a-ready? 

Yes, everything’s done. 

A day’s work finished at quitting 
time is proof of a business on even 
keel. Overtime is wasteful. 

Can the planned business form cut 
down this extra-hour extra-expense? 
Thousands of firms that use Moore 
Business Forms say that it can. 


The Moore representative, invited 
in for quotation, asks, Is this form 
necessary? Can it be combined with 
another? Is information listed in se- 
quence? Can the reverse side of the 
page be utilized? Is the weight of 
paper economical? Correct answers 
may save thousands of dollars for 
your clients. 

Moore Business Forms, Inc., com- 
prises a group of firms long under 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS; ELMIRA, N. Y. 
PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 


COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. 
SOUTHER™ BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


MOORE BUSINESS FORMS, INC. (New Southern Div.), DALLAS, TEX.; ATLANTA, GA. 


In Canada— Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto; 
Western Sales Book Co., Ltd., Winnipeg and Vancouver; 
National Sales Check Book Co., Ltd., Montreal 


Moore ownership, now also under 
the Moore name. An unequaled ex- 
perience in all phases of American 
business is at your service. For in- 
formation, get in touch with the 
headquarters of the nearest Moore 
division, as listed below, or its local 
office. Moore stands ready to sup- 
ply everything from a simple sales 
book to the most intricate multiple- 
copy form. 


MOORE BUSINESS FORMS, inc. 


ADV. BY MW. AYER 











Personal Notes About Controllers 








Mr. Otto Gressens, a member of the Con- 
trollers Institute of America, was recently 
elected vice-president and controller of Com- 
monwealth Edison Company, Chicago. Mr. 
Gressens had previously held the title of con- 
troller of the company. 


Mr. J. L. Batchler, controller of Kansas 
City Life Insurance Company, for the past 
eight years, was recently elected to the addi- 
tional office of secretary..Mr. Batchler, a mem- 
ber of the Controllers Institute of America, 
has been with the company for twenty-nine 
years and succeeds Mr. C. N. Sears, who re- 
signed after forty years with the firm. 


Mr, Arthur E. Welch has been elected vice- 
president in charge of sales of Arion Manu- 
facturing Corporation, Kansas City. A mem- 
ber of the Controllers Institute of America, 
Mr. Welch, who was recently elected a direc- 
tor of the Mission State Bank of Kansas City, 
Kansas, was formerly vice-president and 
treasurer of the Arion Manufacturing Corpo- 
ration, 


Lieutenant William T. Lake, USNR, ‘a 
member of the Controllers Institute, was pro- 
moted to a full Commander in the Navy on 
December 6, 1945. Before entering service, 
Commander Lake was associated with Key- 
stone Portland Cement Company in the post 
of controller. 


Mr. R. W. Peden has been named vice-pres- 
ident of Brown Fence and Wire Company. 
Mr. Peden, who became associated with the 
firm on October 1944 as controller, will re- 
main controller of the company. For eleven 
years before his present association, he was 
controller of Mueller Brass Company, Port 
Huron, Michigan. 


Mr. William E. Friend has been assigned 
to the post of secretary of the Wrought Iron 
Range Company of St. Louis, Missouri. He 
formerly held the position of controller. A 
member of the Controllers Institute of Amer- 
ica since March, 1944, Mr. Friend was form- 
erly assistant treasurer of the company. 


Lieutenant E. Paul Love is now serving as as- 
sistant controller of California Sea Food Cor- 
poration, Long Beach, California. A member of 
The Institute, he was commissioned in June, 
1943, and was released in December, 1945, as a 
Lieutenant in the Supply Corps, United States 
Naval Reserve, during which time he served as 
an aviation supply officer with a fleet air wing. 


Major Oliver B. Johnston has returned to 
Walt Disney Productions, Burbank, California, 
as secretary of the company, after serving for 
more than two years in the United States Army. 
A member of the Controllers Institute, Major 
Johnston received an appointment as captain 
after volunteering for service in the military gov- 
ernment division of the army. For over a year, 
following an indoctrination course, he was sta- 
tioned in Washington, D. C. as a member of the 
board which selected personnel for military gov- 
ernment responsibilities. In mid-1945 he volun- 
teered to serve on the Group Control Council 
for Germany and in Munich, Germany, had the 
assignment of locating and interviewing former 
members of the German Economic Ministry. 
Major Johnston was subsequently headquartered 
in Frankfurt and Berlin. Late in 1945 he turned 
over his responsibilities to an official of the 
United States State Department and shortly 
thereafter returned to this ¢ountry. 


The by-line of Mr. Henry C. Perry, Treasurer 
of Heywood-Wakefield Company, Gardner, 
Massachusetts, and past president of The Con- 
trollers Institute of America, appeared in the 
January issue of “Credit and Financial Manage- 
ment” in connection with an article entitled 
“New Credit Horizons for 1946.” 


Mr. Charles S. Mason is now serving as as- 
sistant controller of Pacific Telephone and Tel- 
egraph Company, in San Francisco. Mr. Mason, 
a member of the Controllers Institute, was pre- 
viously connected with the same company in 
Seattle, Washington. 


Mr. Verne Mitchell who formerly held the 
post of assistant treasurer with Stetson-Ross Ma- 
chine Company, Seattle, is now connected with 
Sunset Electric Company of Seattle, as control- 
ler. 


Mr. J. Kurt Mahrdt was recently elected 
cashier of Indiana National Bank, Indianapolis. 
Mr. Mahrdt, who is currently serving as secre- 
tary of the Indianapolis Control, has been with 
the bank since 1928 and had served as auditor 
since 1939. He is a past president of the Indian- 
apolis Conference of Bank Auditors and Con- 
trollers. 


Professor Jacob B. Taylor, chairman of the 
Department of Accounting at Ohio State Uni- 
versity has been named business manager of the 
University, according to an announcement by 
President Howard L. Bevis. Author or co-au- 
thor of several texts, Professor Taylor is a past 
president of the American Accounting Associ- 
ation, having headed that organization in 1937. 
He served as a lieutenant colonel in the Finance 
Department, Office of the Fiscal Director, Head- 
quarters of Army Service Forces, Washington, 
D. C. during the recent war, being in service 
from January, 1943, to November, 1945. 


The article by E. Stewart Freeman, company 
auditor, Dennison Manufacturing Company, 
Framingham, Massachusetts, which appeared in 
the February issue of “The Controller,” enti- 
tled “The Functions the Controller should be 
Prepared to Perform” is being reprinted in the 
March issue of ‘Distribution Age.” 


Mr. Harry Drew is now associated with Na- 
tional Trailways Stage Lines in Bend, Oregon. 
A charter member of the Seattle Control of The 
Institute, Mr. Drew had previously served as 
controller of Washington Motor Coach Co., 
Seattle. Mr. Drew served as secretary-treasurer 
of the Seattle Control during the 1944-45 term. 


Mr. James V. Hayes, a member of The In- 
stitute, was recently chosen secretary and treas- 
urer of Weston Biscuit Company, Inc. which 
handles the United States interest of George 
Weston, Ltd. of Toronto, Canada. Mr. Hayes, 
who is located in the Passaic, New Jersey, 
office of the Company, was elected to member- 
ship in The Institute in October, 1943. He also 
performs the duties of controller in the United 
States. 


Mr. Clyde E. Vaughan, formerly secretary 
and comptroller of Criterion Advertising Com- 
pany, Inc., New York, has been elected to 
the office of treasurer. Mr. Vaughan, holder of 
membership certificate 676 of The Institute, 
has been succeeded as comptroller of the com- 
pany by Mr. Bart N. Pierpoint, who had 
previously held the post of assistant comp- 
troller. 
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Mr. Harry S. Moore, controller of J. 8, 
Carr Company, Wilkes Barre, Pennsylvania, 
has been named secretary-treasurer of the com. 
pany. A member of the Controllers Institute 
Mr. Moore will continue in his previous posi. 
tion of controller of the firm. He has like. 
wise been named a member of the Board of 
Directors of the company. 


Mr. Harry L. Camp, who held the position 
of general controller of the Borden Company 
New York, has been elected assistant treasurer 
A member of The Institute, Mr. Camp has 
been succeeded by Mr. T. O. Hofman. 


Mr. Alfred W. Hair, division comptroller 
of Socony Vacuum Oil Company, Inc., Kansas 
City, was recently named a director of the 
Kansas City Control of The Institute, to {ill 
the unexpired term of Mr. LeRoy John. Mr, 
John who is auditor of Kansas City Whole. 
sale Grocery Company, was, in turn, appointed 
treasurer of the Control to fill the unexpired 
term of Mr. Joseph A. Seck. 


Lieutenant Colonel David McGilvray, holder 
of membership certificate 1258 of The Insti- 
tute, recently sent word to national head. 
quarters that he was’ on terminal leave from 
the United States Army. Prior to his service 
connection, Colonel McGilvray was connected 
with Seaboard Commercial Corporation, New 
York. 


Mr. Scott Harrod was recently appointed as- 
sistant treasurer of Bell & Howell Company, 
Chicago, following the expiration of his ter- 
minal leave with the United States Navy. Pre- 
viously connected with Spiegel, Inc. of Chi- 
cago, before entering service, Lieutenant Har- 
rod, during his active duty in the naval reserve, 
worked for a period of time with Mr. Ferdi- 
nand Eberstadt in the development of a te- 
port on our postwar national security organi- 
zation. 


Mr. Walter F. Winterhalter, who has been 
serving as controller of the Globe Knitting 
Works, Grand Rapids, Michigan, knit goods 
and hosiery manufacturers, was elected assist- 
ant secretary and assistant treasurer of the 
corporation on January 25, and also was elected 
to the Board of Directors and assistant secre- 
tary and assistant treasurer of the Footlite 
Hosiery Mills, Inc., Zeeland, Michigan. Mr. 
Winterhalter was elected to membesship in 
The Institute in July, 1941, and at the pres- 
ent is serving as treasurer of the Westem 
Michigan Control. 


Mr. Gordon G. Hoit was elected vice-pres- 
ident in charge of finance of Stromberg-Carl- 
son Company, Rochester, New York, on Jas- 
uary 26, following a meeting of the board of 
directors of the firm. At the same time, it 
was announced that Mr. J. Lester Gasser had 
been named controller of the company, while 
Mr. Wilbur W. Hetzel continues as company 
treasurer. Both Mr. Hoit and Mr. Hetzel are 
members of The Controllers Institute, Mr. 
Hetzel being currently a director of the 
Rochester Control. 


Plastic Millions 


More than $107,000,000 will be spent by 
twenty manufacturers in the next eighteca 
months on new facilities for production o 
plastic materials, the output of which will be 
increased by some 300,000,000 pounds a yeat. 
This will mean many new jobs in construction, 
as well as in production. 
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A SOUND PENSION PLAN IS 


GOOD BUSINESS 
FOR MANAGEMENT 


Orderly retirement of aging employees 


through a sound pension plan produces a 


feeling of security among all employees. 


Each retirement usually creates several 
advancements. These promotions greatly 
encourage the younger employees. 


The total result is improved morale, loy- 
alty and goodwill all along the line. 


* * * 


Social Security benefits do not provide ade- 
quate retirement income, but additional 
contributions by a company to supplement 
these benefits can turn the entire expendi- 
ture into a fine investment. 


A company retirement plan provides for 
the orderly replacement of declining man- 
power, just as time-worn equipment is 
replaced. 

It eliminates the slowing-down that usu- 
ally accompanies advancing old age. This 
slowing-down lowers efficiency, raises costs 
and produces “‘bottle-necks” all along the 


THE EQUITABLE LIFE 


line. Owing to these factors, pension costs 
exist even in the absence of a formal retire- 
ment plan. 

Publicizing pension or group annuity 
plans improves public relations and adver- 
tises the company as a good place to work. 
This helps in securing and retaining the 
best type of employee. 


For a Plan to Meet Your Needs 


Consult the Equitable Life Assurance Society, the 


largest writer of group annuity contracts. One- © 


third of 1,500 group annuity plans in the United 
States are underwritten by the Society, and an 
equal proportion of more than $300,000,000 con- 
tributed by employers and employees toward such 
plans in 1945 was placed in its keeping. 

Its group annuity rates are on a more favor- 
able interest basis than those of other leading 
companies. 

As a result of the increasing volume of business, 
Equitable service is pre-eminent. 

Also, its greater experience assures an employer 
of more valuable assistance in setting up a plan 
to meet his particular problems. 


ASSURANCE SOCIETY 


OF THE UNITED STATES 
THE FIRST GROUP INSURANCE COMPANY 


Tuomas I. Parkinson, President 


393 Seventh Avenue, New York 1, N. Y. 


Listen to The Equitable’s ‘‘THIS IS YOUR FBI” every Friday evening over the 
American Broadcasting System, 8:30 E.T.; 7:30, C.T.; 6:30, M.T.; 8:30, P.T. 
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MEETINGS OF CONTROLS 








WESTERN MICHIGAN 
Topic: JOB EVALUATION 


“Job Evaluation and Salary Standards for 
Office Workers” was the subject discussed at 
the dinner meeting of the Western Michigan 
Control at the Century Club on February 6. 
The presentation was held in the form of a 
panel meeting and, in view of the nature of 
“i topic, the meeting was restricted to mem- 

ers. 


TWIN CITIES 
Topic: FEDERAL TAXATION 


“Current Trends in Federal Taxation” was 
the subject presented by Professor Roy G. 
Blakely, Professor of Economics, University 
of Minnesota, at the February 5 dinner meet- 
ing of the Twin Cities Control at the Curtis 
Hotel. 


TOLEDO 
Topic: CONTROLLERSHIP 
“Preparation for Controllership Through Ed- 
ucational Training” was the subject presented 
at the February 14 dinner meeting of the To- 
ledo Control at the Hotel Secor. Speakers at the 
meeting were The Institute’s Assistant Secre- 
tary, Paul Haase, as a representative of the Na- 
tional Committee on Education, and Dean 
Searles of Toledo University. 


SYRACUSE 
Topic: CONTROLLER EDUCATION 
For its February 19 dinner meeting, the Syra- 
cuse Control featured an address by Dean 
Thomas H. Carroll of the College of Business 
Administration of Syracuse University, who 
spoke on ‘‘An Educator Looks at the Control- 
ler.” The meeting was held at the Hotel Onon- 
daga. The Syracuse Control has planned on 
“Executives’ Night” program for the March 19 
meeting, and members are invited to bring the 
presidents of their companies. 


SPRINGFIELD 
Topic: CONTROLLERSHIP 


A meeting arranged by the Educational Com- 
mittee of the Springfield Control on ‘The 
Place of the Controller's Office in the Business 
Organization” was presented at the Sheraton 
Hotel on February 26. Mr. Walter Gerould 
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and Mr. Phil Palamountain expressed their 
views after which a round table discussion was 
featured. 


ST. LOUIS 
Topic: MARKETING 
Father Bernard W. Dempsey, a widely 
known author and lecturer, and Regent of 
School of Commerce and Finance, St. Louis 
University, presented a discussion on ‘The 
Control of Marketing Costs” at the February 
26 dinner meeting of the St. Louis Control at 
the Hotel Statler. The St. Louis Chapter of 
the American Marketing Association was also 
invited to attend this interesting session. 


SAN FRANCISCO 
Topic: MANAGEMENT 
Mr. L. L. Purkey, manager of the Depart- 
ment on Organization of the Standard Oil 
Company of California was the guest speaker 
at the February 21 dinner meeting of the San 
Francisco Control, at the St. Francis Hotel. 
The subject discussed was “Organization as 
It Effects Management.”’ Mr. Purkey has had 
a wide range of experience on this’ subject 
and revealed thorough acquaintance with the 
facts. 


SEATTLE 
Topic: VETERANS’ PLACEMENT 


A very timely meeting was conducted by 
the Seattle Control on February 28 at the 
Washington Athletic Club at which Mr. Harry 
Mohr of the United States Veteran’s Bureau 
discussed present problems of veterans’ place- 
ment, training, rights and related issues. 


ROCHESTER 
Topic: PERSONAL RELATIONS 


Dr. J. Edward Walters, President of Alfred 
University, was the featured speaker at the 
January 23 dinner meeting of the Rochester 
Control at the Rochester Club. The subject 
presented was ‘Personal Relations in a De- 
mocracy’. Dr. Walters, an authority on this 
subject, has written books on this and allied 
subjects and is currently serving as a person- 
nel relations consultant. 


PORTLAND 
Topic: ANNUAL REPORTS 
“Modernization of the Annual Report to 
Stockholders” was the subject presented at the 
January 18 meeting of the Portland Control 
at the Heathman Hotel. The speaker for the 
occasion was Mr. Eugene Caldwell, vice-pres- 
ident and general manager of Hyster Com- 
pany. 


PITTSBURGH 
Topic: REPORTS 
“Simple Reports—So that the Business Exec- 
utive Can Underjtand Them,” was the topic 
discussed at the Hittsburgh dinner meeting on 
February 18 at the Duquense Club, by Mr. 
. A. Livingston, Financial Editor of the 
Philadelphia Record. Mr. Livingston has writ- 
ten many articles on financial material, and 
also served in Washington as economist with 
the War Production Board and, subsequently, 
in the same capacity with the Office of War 
Mobilization and Reconversion. 


PHILADELPHIA 
Topic: PROFIT-SHARING PLANS 


Mr. J. H. Shreiner, assistant to the president 
and a director of Towers, Perrin, Foster and 





Crosby, Inc. was the featured speaker at the 
February 7 dinner meeting of the Philadelphia 
Control, held at the Warwick Hotel. The 
subject presented was ‘Future Trends ‘in 
Profit Sharing Plans and Pension Trusts”, [t 
was pointed out, that at the March 7th meet. 
ing of the Control, Dr. Edward B. Logan, Ed. 
ucational Research Director of The Institute, 
will discuss ‘The Place of the Controller's 
Office in the Business World”. This meeting 
will be sponsored by the Educational Com. 
mittee. 


NEW YORK CITY 
Topic: WAGE AND HOUR LAW 
At the February 13 dinner meeting of the 
New York City Control, held at the New 
Yorker Hotel, Mr. L. Metcalf Walling, ad. 
ministrator of the Fair Labor Standards Act 
and the Public Contracts Act of the U. S. De. 
partment of Labor, spoke on “Developments 
in the Administration of the Wage and Hour 
Law”. 


LOUISVILLE 
Topic: CONTROLLERSHIP FOUNDATION 


“The Controllership Foundation—lIts As- 
pirations and Its Policies” was the subject 
featured at the January 30th meeting of the 
Louisville Control, held at the Kentucky Ho- 
tel. In this connection, Mr. Hincks, president 
of the Control, appointed a committee of 
three members. The meeting was conducted 
in the form of a round table discussion. 


LOS ANGELES 
Topic: CONTROLLERSHIP 
Education Bulletin II, “The Place of the 
Controller's Office in the Business Organiza- 
tion,” developed by Dr. E. B. Logan, The In- 
stitute’s Research Director, was the topic 
presented at a round table discussion of the 
Los Angeles Control on February 21 at the 
Hotel Clark. The meeting was restricted to 
members only and three deans were invited 
to join the meeting. 


KANSAS CITY 
Topic: RESEARCH 
Mr. Harold Vagtborg, president and direc- 
tor of the Midwest Research Institute, dis- 
cussed “Research Serving the Midwest”, at 
the February 11 dinner meeting of the Kansas 
City Control. Mr. Vagtborg’s long experience 
in this field brought significant meaning to 
his remarks. 


INDIANAPOLIS 
Topic: STOCKHOLDER REPORTS 
The subject, “Reports to Stockholders,” was 
discussed at the February 27 dinner meeting 
of the Indianapolis Control in the Lincoln Ho- 
tel, following a presentation by Mr. H. L. 
Klagstad, resident partner of Ernst and Ernst, 
certified public accountants. 


HOUSTON 
Topic: INCOME TAX 
The regular monthly meeting of the Hous- 
ton Control was held on February 26. Follow- 
ing dinner, Mr. Grant Judge of Arthur Ander- 
sen and Company, certified public accountants, 
addressed the meeting on “Federal Income Tax 
Requirements for 1946.” 


HARTFORD 
Topic: OFFICE ADMINISTRATION 
For its January 23 diriner meeting, the Hart- 
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ford Control featured a talk by Mr. Charles 
ames, Associate Counsellor of Stevenson, 
ordan and Harrison, Inc. on “Modern Ideas 
to Administrate Office Employees”. 


DISTRICT OF COLUMBIA 
Topic: “FIGHTING WITH MONEY” 


Dr. Edward C. Acheson, Associate Professor 
of Finance, George Washington University, 
spoke on “Fighting with Money” at the Feb- 
ruaty 26 dinner meeting of the District of 
Columbia Control at the Carlton Hotel. Dr. 
Acheson served under Mr. Stettinius as Eco- 
nomic Adviser on Reciprocal Aid to the Lend- 
Lease Administration, and subsequently became 
fnancial adviser to General Stillwell in Chun- 


king. 


DETROIT 
Topic: ANNUAL REPORTS 
Mr. Weston Smith, vice-president and bus- 
iness editor of “Financial World”, and a di- 
rector of the National Association of Public 
Relations Counsel, discussed “The Annual 
Report” at the dinner meeting of the Detroit 
Control on January 29 at the Hotel Statler. 
Mr. Smith exhibited the best 1944 annual re- 
ports to illustrate his remarks. The meeting 
was also attended by Mr. Paul Haase, Assist- 
ant Secretary of The Institute. 


DETROIT 
Topic: EDUCATION PROGRAM 

The educational program of The Institute 
was considered at the February 26 dinner 
meeting of the Detroit Control in the Hotel 
Statler, at a session which was in the form 
of a seminar with planned participation by 
members of the Control and outstanding ed- 
ucators from nearby universities. In addi- 
tion, Mr. Paul Haase, Assistant Secretary of 
The Institute, presented a digest and analysis 
of Bulletin No. II in the educational series 
released by the National Committee on Edu- 
cation of The Institute. 

Participating in the discussion from the 
educational standpoint were the following 
deans: Lloyd E. Fitzgerald, University of De- 
troit; Edward A. Gee, Michigan State Col- 
lege; Russell A. Stevenson, University of 
Michigan, and George R. Husband, Wayne 
University. 

Inter-related subjects of importance were 
presented by the following members of the 
Detroit Control: 

Howard G. Brush, Motor Products Corpora- 
tion—1. “Should the Controller's position 
a staff position, line position, or one which is 
both staff and line?” 2. “Should the Con- 
troller’s responsibilities be of an advisory and 
informative nature to top management or 
should he be a part of and assume some of 
the responsibilities of top management?” 

Ernest A. Gratton, Bundy Tubing Company 
—"What appears to be the best method of ap- 
pointing the Controller? What authority 
should the Controller have?” 

Russell M. Riggins, Parke Davis & Company 
—"Increasing the Controller’s Usefulness to 
Top Management.” 

J. H. Barrett, Murray Corporation—‘An ap- 
praisal of the seventeen functions of a Control- 
ler, as defined by The Institute, additions to 
and eliminations from the list.” 


DAYTON 
Topic: INSURANCE LAWS 
Three speakers were featured at the February 
14 dinner meeting of the Dayton Control, held 
at the Van Cleve Hotel. They were Messrs. F. C. 
Mackay, John Cantlon, and W. C. Lacher, of the 
staff of Gates, McDonald and Company, con- 
sulting actuaries of Columbus, Ohio, who acted 
as discussion leader, speaker on Workmen's 


The Controller, March, 1946 


Compensation, and speaker on Unemployment 
Insurance, respectively. In the discussion were 
covered recent rulings, changes in laws and the 
effects of the changes, thus covering the subject 
thoroughly. A question and answer period fol- 
lowed. 


DALLAS 

Topic: CONTROLLERSHIP EDUCATION 

“Higher Education for the Field of Con- 
trollership” was featured at the February 26 
dinner meeting of the Dallas Control at the 
Dallas Country Club. A representative of the 
School of Business Administration of Southern 
Methodist University was the principal speaker, 
which was followed by a round-table discussion 
of the subject. 


CLEVELAND . 
Topic: FEDERAL TAXES 

Mr. L. C. Weiss, resident partner of Ernst 
and Ernst, was the featured speaker at the 
February 12 dinner meeting of the Cleveland 
Control at the Cleveland Hotel. The subject 
presented was ‘Federal Taxes.” 


CINCINNATI 
Topic: THE CONTROLLER 
Mr. Mason Smith, partner of McKinsey, 
Kearney and Company, of Chicago, spoke at the 
February 12 dinner meeting of the Cincinnati 
Control at the Alms Hotel on “The Controller— 
His Expanding Obligations.” 


CHATTANOOGA 
Topic: CONTROLLERSHIP 


Mr. Arthur R. Tucker, managing director 
of the Controllers Institute of America, was 
the speaker at the January 29 meeting of the 
Chattanooga Control, at the Read House. 
Speaking on “Controllership, A Twentieth 
Century Development,’ Mr. Tucker told the 
members that business and industry are mak- 
ing full use of controllership in conducting 
their affairs, while the federal government 
and many state and local governments are 
lagging far behind and failing to obtain the 
benefits of close application of controllership 
principles. In designating controllership a 
twentieth century development, Mr. Tucker 
pointed out that in a survey, conducted by Dr. 
J. Hugh Jackson, dean of the Graduate School 
of Business, Stanford University, of 175 large 
corporations, only eight had controllerships 
antedating 1900. 


BRIDGEPORT 
Topic: FEDERAL TAXES 
Mr. Peter Guy Evans, certified public ac- 
countant and tax consultant, spoke on ‘‘Fed- 
eral Income Taxes” at the February 5 dinner 
meeting of the Bridgeport Control at the 
University Club. 


BOSTON 
Topic: PRICE CONTROL 
“Price Control Problems in the Transition 
Period” was the subject presented by Dr. Don- 
ald H. Wallis, Special Economic Advisor to 
the Deputy Administrator of the Pricing De- 
partment of the Office of Price Administra- 
tion, and a director of the National Bureau 
of Economic Research, before the February 
12 dinner meeting of the Boston Control at 
the Copley Square Hotel. 


BIRMINGHAM 

Topic: CONTROLLERSHIP EDUCATION 
Dean Lee Bidgwood, School of Commerce, 

University of Alabama, was the featured 

speaker at the February 7 dinner meeting of 

the Birmingham Control at the Tutwiler Ho- 

tel. The subject presented was “Education for 
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Controllership” and the meeting tied in with 
the work of The Institute’s National Commit- 
tee on Education. 


BALTIMORE 
Topic: THE CONTROLLER 
An informal discussion based on “The Place 
of the Controller's Office in the Business Or- 
ganization” was featured at the February 13 
dinner meeting of the Baltimore Control, held 
at the Lord Baltimore Hotel. Guest speakers 
from various colleges expressed their views 
on this subject, which is based on Bulletins 
No. 1 and No. 2 developed by Dr. Edward B. 
Logan, Educational Research of The Institute. 
Mr. Reid McCrum, the Controls Education 
Chairman, acted as discussion leader. 


ATLANTA 
Topic: BUSINESS OUTLOOK 


The January 22 dinner meeting of the At- 
lanta Control featured a presentation by Dr. 
Lloyd Raisty, secretary, A. G. Rhodes and 
Son, Inc. and formerly vice-president of the 
Federal Reserve Bank, at the Piedmont Hotel. 
Dr. Raisty, who was scheduled to speak at the 
December 28 meeting, was unable to fulfill 
his engagement due to illness. Mr. Herman 
Boozer, president of the Control, called a 
special meeting to be held on January 31, at 
which time, Mr. Arthur R. Tucker, managing 
director of The Institute, was present and dis- 
cussed “Controllership, a Twentieth Century 
Development”, Another aim of the meeting 
was to promote the membership activity. 


Why Budgets Fail 


Because of the importance of budgeting 
and the emphasis placed upon it from 
many quarters, it would be expected that 
in most cities there would be a high de- 
gree of perfection in the budgetary proc- 
ess. Actually, the reverse is true. In the 
majority of our cities, the budget fails to 
establish a firm control over expenditures 
and to provide a trustworthy plan of mu- 
nicipal operations. Budgets fail because 
they do not provide for reasonable accu- 
racy in expenditure and revenue estimates 
—because they are not complete—and be- 
cause they are not executed in accordance 
with their original provisions. 

If budgets did not fail in these essential 
respects there would be little opportunity 
for real waste in municipal government. 
Sound estimates of expenditures, in par- 
ticular, require efficient operating pro- 
grams for all service departments. If tax- 
payers insist upon sound estimates—and 
if they refuse to permit extra-budgetary 
spending for normal purposes—they can 
accomplish more toward achieving a high 
degree of general economy than in any 
other way. x 

—Tax Foundation 


Enter, Citizen Research! 


There is a growing interest throughout the 
country in the sound solution of governmental 
problems, particularly as they have been pointed 
up by the postwar requirements that will neces- 
satily be placed on our governments and our 
economy. 

Because of the complexities of our govern- 
mental structure and processes, now, more than 
ever before, is there need for competent, impar- 
tial, citizen research. 

—LESLIE M. GRAVLIN, President, 
Governmental Research Association 











INSTITUTE ACTIVITIES 
(Continued from page 168) 








The applicants were elected. (The list appears 
elsewhere. ) 


Status of Membership: 

The Managing Director reported that, giving 
effect to the actions taken at this meeting, the 
membership of The Institute numbers 2,765. 
At the beginning of the current fiscal year on 
September 1, the membership numbered 2,725. 


Report of Special Committee: 

Mr. L. M. Nichols, Chairman of a Special 
Committee named to consider requests from 
various Controls for increased allotments of 
funds, and other matters of Institute operation, 
presented a partial report. Mr. Nichols had 
been appointed Chairman of the Committee 
only recently, as successor to Mr. L. D. Mc- 
Donald, who because of pressure of business 
found himself unable to serve. 

Mr. Nichols reported that the Committee 
had met and organized during the afternoon, 
and had not had time to prepare a report. He 
said that, in any event, the financial position of 
The Institute precludes the Committee from 
recommending any general increase in allot- 
ments to Controls to be made effective this 
year. He said, however, that it might be pos- 
sible for The Institute to finance special events 
proposed by Controls, if they were deemed to 
be in the best interests of The Institute. 

President Pascoe, of the Chicago Control, 
said that he would make available to Mr. 
Nichols a detailed outline of the Chicago Con- 
trol’s program for the remainder of the year 
and an estimate of its costs, in time for con- 
sideration by the Special Committee, and a re- 
port, with recommendations, to the Board at 
its meeting February 15. 


Committee on Education: 

A progress report was presented by the Man- 
aging Director, the details of which have ap- 
peared in THE CONTROLLER. 


Committee on Cooperation with the Securities 
and Exchange Commission: 

The substance of this Committee’s report 
was presented in the monthly report of the 
Managing Director. The action taken by the 
Board is reported above. 


Committee on Disposition of Surplus Prop- 
erty: 

Chairman L. M. Nichols stated that he had 
prepared an article for publication which will 
present latest developments in this field. The 
article is to appear in the February issue of 
THE CONTROLLER. 


Committee on Social Security: 

A letter from Chairman Thomas L. Evans of 
this Committee was read. He advocated opposi- 
tion to HR 4437, which would amend the Fed- 
eral Unemployment Compensation Act so as to 
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deprive employers of their unemployment tax 
credits in any state which might fail to meet 
new policies or operating standards imposed 
by Washington authorities. Mr. Evans de- 
plored the lack of activity on the part of em- 
ployers in opposition to this bill, and suggested 
that the Controls of The Institute schedule ad- 
dresses on the subject of the proposed new bill, 
for the purpose of arousing the interest of em- 
ployers. 


Advisory Committee on Government Question- 
naires: 

A letter from President E. E. McConnell was 
presented, describing: the new procedure de- 
veloped by this Committee as an aid to the 
OPA for conducting a price survey of the ma- 
chine tool manufacturers, which eliminated 
three schedules and reduced the total to five, 
thus reducing the man-hours required and af- 
fecting a substantial saving. 


Controllership Foundation: 


The Managing Director reported that con- 
tributions to the Foundation totaled approxi- 
mately $73,000. 

H.R. 4871: 

A communication was received from Mr. Mc- 
Connell inquiring whether the Board wished 
him to appear before Congress in opposition to 
Paragraph (b) of the bill, which would au- 
thorize the Director of the Bureau of the 
Census to make unlimited surveys on subjects 
covered by the censuses. On motion by Mr. 
Hunt, seconded by Mr. Tobin, it was voted 
unanimously to authorize Mr. McConnell to 
appear before committees of Congress in op- 
position to such provision. 


Committee Appointments: 


The Managing Director reported that Presi- 
dent McConnell has completed appointment of 
The Institute’s committees for the current year. 
Their make-up will appear in the forthcoming 
Year Book. 


Year Book: 


The Managing Director reported that 95 per 
cent. of the material for the Year Book is in 
type, and that it will go to press shortly. 


Eligibility Standards: 

The Managing Director presented two ques- 
tions which have been raised with respect to 
eligibility standards, one by the Kansas City 
Control, and one by the National Committee 
on Admissions. 

From the Kansas City Control came a ques- 
tion as to whether controllers of cooperatives 
are eligible. On motion by Mr. Berry, sec- 
onded by Mr. Hunt, it was voted to admit such 
controllers, if all other eligibility requirements 
are met. 

The Managing Director reported that the 
National Committee on Admissions has been 
refusing approval to applicants who have 
served less than one year as controllers, even 
though they meet other requirements. On mo- 
tion by Mr. Berry, seconded by Mr. Hunt, it 
was voted that applicants who have served less 
than one year as controllers be considered eli- 
gible to membership, if all other requirements 
are met. 


Safe Deposit Box: 

The Institute having purchased $10,000 
worth of Government Bonds, and having no 
safe deposit for these securities and other valu- 
able papers, it was voted, on motion by Mr. 
Tobin, seconded by Mr. Hunt, to authorize 
rental for a safe deposit box, with access 
thereto authorized by the Treasurer and As- 
sistant Treasurer, jointly. 


February 15, 1946 
Report of Planning Committee: 


Mr. Nichols, Chairman, stated that his com- 
mittee had had presented to it details of the 
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items for which the Chicago Control wished 
the National Board of Directors to provide 
funds, over and above the regular per capit, 
allotment. Mr. Hunt, of Chicago, presented 
the details of the ae Control's special 
budget, totaling $850. After considerable djs. 
cussion, it was voted, on motion by Mr. Tobj 
seconded by Mr. Hunt, to make available to the 
Chicago Control funds up to the amount of 
$750, which is to be regarded as a cej 
amount up to which the Control may dray 
funds from the National Office. The vote was 
nine for this motion and one opposed. 

On motion by Mr. Tobin, seconded by Mr, 
Keeler, it was voted to make available to the 
New York City Control an additional amount 
of $750, to balance its budget. The New York 
City Control has been receiving from the Ng. 
tional Office $1.50 per capita, in addition to 
secretarial and other services from the National 
Office. In approving this motion, members of 
the Board stated that they wished to make it 
clear that the appropriation of these additional 
funds to the New York City Control was for 
the purpose of equalizing in a measure the 
amounts alloted the New York City Control, 
as compared with allotments to other Controls. 

Reporting further for the Planning Commit. 
tee, Mr. Nichols presented verbally an outline 
of a proposal to engage a management or in. 
dustrial engineer to make a survey of The In- 
stitute’s operations and prospects for the fu. 
ture. He did not request action, but stated that 
he would put in the hands of the members of 
the Board and of the Advisory Council in writ. 
ten form an outline of the Committee's pro- 
posals so that full consideration may be given 
them by the members of these bodies prior to 
the meeting of the Board of Directors, to he 
held in Chicago on March 22, with the thought 
that possibly action might be taken on his 
Committee's recommendations at that time. On 
motion by Mr. Tobin, seconded by Mr. Jar- 
chow, it was voted to accept the interim report 
of the Planning Committee. 


Controllership Foundation: 

President Daniel J. Hennessy, of the Con- 
trollership Foundation, presentéd a report in 
the form of a letter addressed to President E. E. 
McConnell of The Institute, a memorandum 
concerning the objectives of the Foundation 
and its progress to date, a list of the suggested 
surveys, and a-list of contributors to the 
Foundation up to February 6, 1946, together 
with a summary of the amounts contributed, 
which totaled $72,825. 


Election of New Members: 

A report from the National Admissions 
Committee was presented by Mr. T. A. Boyd, 3 
member of that Committee, recommending 
election to active membership of twenty-seven 
applicants whose qualifications had been ap- 
proved by the Admissions Committee. (The 
applicants were elected. The list appears else 
where.) 


Status of Membership: 

The Managing Director reported tie 
ing effect to the gains and losses in member 
ship in accord with actions taken at this meet: 
ing, the membership of The Institute numbers 
Ke oo 


Committee on Federal Taxation: 

Mr. Lindahl, Chairman of the Committee, 
reported that a meeting of the Committee had 
been held February 15, to review the situation 
with respect to probable revenue legislation. 
The Committee reviewed points on which tt 
may wish to make recommendations to Cot 
gress, to the Treasury Department, and to the 
Joint Committee on Internal Revenue Legisla- 
tion. Indications are that these recommends: 
tions should be ready in approximately sX 

(Please turn to page 182) 
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How American Seating Company cuts its 


labor accounting costs almost in half! 


Several years ago in the face of 
growing complications in labor ac- 
counting, the American Seating 
Company of Grand Rapids installed 
National Industrial Accounting 
Machines. 


Immediately, the cost of payroll 
production per employee was re- 
duced 41%. The direct over-all sav- 
ing was approximately $25,000 per 
year. Earlier and more accurate 
reports were obtained. The total 
cost of the new system was less than 
the annual saving. 

Here’s what the National system does 
for American Seating: Payroll check for 
each employee showing in printed fig- 
ures gross pay, amount of each deduc- 
tion, and net amount of check. A com- 
plete payroll summary and detailed 
employee’s earnings record showing 
same printed data. Distribution of costs 
by department and by job. Elimina- 


tion of direct labor distribution work 
formerly done by cost department and 
factory clerks. 


The American Seating Com- 
pany’s business is building a large 
part of the nation’s school desks 
and seating for theatres, audito- 
riums, and transportation. Its in- 
stallations range from Radio City 
Music Hall to the smallest school 
room, 


However, the size or nature of the 
business does not matter. There is 
a National Accounting Machine for 
every plan of industrial and payroll 
accounting as well as for all types of 
business accounting. Let a National 
representative examine your needs 
and make recommendations with- 
out obligation to you. The National 
Cash Register Company, Dayton 9, 
Ohio. Offices in principal cities. 


Making business easier for the American businessman 


‘. 


Two types of National Accounting Machines used 
by the American Seating Co. 
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Forward March of Controllership 








1934, The question was raised by a con- 
troller of a large corporation as to why he 
should not sign statements and reports which 
he prepares; by law, the signatures of other 
officers of a corporation are required. .... 
Request made by J. Calvin Shumberger, vice- 
president of The Controllers Institute, of Fi- 
nance Committee of the United States Senate 
on March 14 for amendment of Revenue Act 
to- provide for signature of income tax re- 
turns by “the controller or chief accounting 
officer”; provisions of various laws, federal 
and state, beginning with the tax statutes, 
must be altered to correct condition de- 
SCHIBEd. = s- 4% Call issued for first Spring 
Conference of Controllers, to be held in New 
York City on April 19, 1934..... Fletcher 
Lewis, prominent corporation lawyer of Chi- 
cago, raises question as to whether operating 
losses may be charged against paid-in sur- 
plus; this point not covered in new Illinois 
Corporation Act; legal view differs from ac- 
counting opinion on this point. .... Many 
controllers write The Institute in praise of 
first issue of “The Controller,’ published in 
February, 1934..... Frank A. Vanderlip, 
former president of National City Bank, ad- 
dresses New York City Control on problem 
of stabilizing the purchasing power of 
money; he suggests monetary authority with 
three major functions. 

1935. Honorable Robert E. Healy, member 
of the Securities and Exchange Commission, 
replies to inquiries concerning problems of 
’ the Commission, in address to members of 
The Controllers Institute; controller is in 
best position to know the real facts con- 
cerning the company’s financial affairs and is 
less likely to be excused than the certified 
public accountant if an erroneous statement 


isneRae. as Rules for permanent regis- 
tration issued by Securities and Exchange 
Commission on February 14..... “Com- 


plex laws constitute weak feature of Federal 
Tax System,” says Robert N. Miller, practic- 
ing attorney and tax specialist, who was for- 
merly a solicitor of Internal Revenue. .... 
Pitfalls of corporate insurance described by 
Edgar M. Henry. .... Plan for formation 
and operation of Research Council of The 
Institute described. 

1936: Announcement made that regula- 
tions for administration of the Social Se- 
curity Act were completed in February and 
will be released shortly for guidance of em- 
ployers; they will supplement a Treasury 
Decision, 4616, issued late in December, 
1935; prompt study of problems involved 
in administration of Social Security Act to 
be made by The Controllers Institute... .. 
Laurence W. Aldrich, controller of the Croft 
Brewing Company of Boston, presents paper 
on the subjecé of writing of reports to stock- 
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holders, which he says is an art..... In- 
terstate Commerce Commission adopts policy 
of requiring consolidated reports when two 
or more railways are operating as one system 
in the United States... .. A, S.: Van 
Benthuysen and William R. Little describe 
newspaper controllership functions, which 
show wide variations... .. California Un- 
employment Insurance Law a compromise 
act providing for neither state-wide pooled 
fund nor for individual company reserve; 
details given in address by Samuel Leask, Jr., 
member of California Unemployment Re- 
serves Commission. .... Controllers raise 
question as to whether business is compelled 
to reply to form No. 40 “Census of Business 
Federal Works Project.” 

1937: A report of the Committee on Ad- 
ministrative Management in the Government 
of the United States is being studied; it is 
known as Brownlow Report, as Louis Brown- 
low was chairman of the committee which 
prepared it; a section deals with govern- 
mental budgetary practices, with account- 
ing and with auditing, together with a de- 
scription of the procedures followed by the 
Comptroller General during the preceding 
fifteen years..... It is announced that 
United States Senator, the Hon. Joseph C. 
O’Mahoney, of Wyoming, will address a 
spring conference of controllers in New 
York City-on April 29..... Thomas J. 
Michie, Jr., assistant secretary of the Koppers 
Company, Pittsburgh, presents an attorney’s 
views with respect to the Robinson-Patman 
Act dealing with price discriminations; Mr. 
Michie says business will not be revolu- 
tionized by this Act, and that its effects will 
not be so far reaching as anticipated; diffi- 
cult questions of interpretation raised... .. 
Securities and Exchange Commission issues 
rulings amending confidential treatment of 
gross sales and cost of sales in statements 
made to Commission. ... . A corporation 
lawyer raises the question as to what are “ac- 
cepted” accounting principles; is Securities 
and Exchange Commission justified in requir- 
ing statements on bases differing from those 
established as accepted accounting practices 
and permitted by regulatory authorities? 
.... I. H. Krekstein, Director of Corpora- 
tion Taxes, Department of Revenue, Com- 
monwealth of Pennsylvania, describes pro- 
posed changes in Pennsylvania law for as- 
sessing and collecting taxes. .... Ideals of 
The Controllers Institute are restated by 
President Urquhart in letter to members of 
Pittsburgh Control. 

1938: F. P. Hagaman, controller of Stand- 
ard Oil Company of Louisiana, describes at- 
titude of courts toward government’s power 
to levy and collect taxes; important changes 
took place in 1937..... Details of trend 
toward a new form of pension retirement 
plan favored by many companies since the 
Social Security Act became effective given 
by Edwin C. McDonald, assistant secretary 
of Metropolitan Life Insurance Company. 
.... Henry C. Perry, President of The 
Controllers Institute, describes part that con- 
trollers have in movement to standardize ac- 
counting principles under impetus given by 
Securities and Exchange Commission. ... . 
John von Reischach, assistant controller of 
Cleveland Pneumatic Tool Company, de- 


scribes how profits may be increased by im- 
proving methods of control. 

1939: The spotlight has been turned on 
probable auditing procedures, their cost and 
their results, as a result of disclosures in a 
number of cases of apparent failure of the 
usual safeguards; desirability of strengthen- 


—— 


ing controllership setups and procedures em. 
phasized..... A. A. Berle, Jr., assistan, 
Secretary of State and an honorary membe 
of The Controllers Institute of America, a. 
dresses New York City Control and poinis 
out that country will be redrafting its eo. 
nomic program in the next few years: he 
says that public enterprises will carry on the 
economic life of the nation... .. Roscoe 
Seybold, of The Controllers Institute of 
America, presented a paper at a conference 
of financial executives, conducted by the 
American Management Association, on “Lig. 
idity of Depreciation Reserves.” . . . . Case 
material on controllership problems include 
discussion of budget reserve plans... .. 
Results of inquiry as to the best and accepted 
method of handling in the accounts excess 
profits on government contracts under the 
Vinson Act are published; an inquirer asked 
whether this item should be treated as a tay 
or as a cost of doing business, or as a reduc. 
tion in price; views expressed by several 
controllers. .... D. A. Darin, assistant 
vice-president, National Bank of Detroit, de. 
scribes what a banker thinks of inventory 
and other items of financial statement; sub- 
ject of his paper was “What a Banker Looks 
for on a Corporation Balance Sheet.” ..., 
John H. MacDonald, then Budget Director 
of National Broadcasting Company and 
Chairman of Committee on Education of The 
Controllers Institute, in a special article says 
that training men for key accounting jobs is 
being done thoroughly by business concerns, 
....A booklet, “Wage-Hour Law Prob. 
lems,” issued by The Controllers Institute of 
America; it contains an address by Frank 
Rising, labor and management editor of 
“Business Week.” .... Essentials of in 
ternal audit set forth in address by Robert 
E. King, controller of Los Angeles Tuf 
Club, Inc.; his paper was entitled “Internal 
Check.” 

1940: Editorial discusses extent of adop- 
tion of changes proposed by public account: 
ants having to do mostly with an expansion 
of public accountants’ auditing procedures, 
especially with respect to assumption. of tc 
sponsibility for the inventory and accounts 
receivable; managements putting emphasis 
on strengthening of internal audit programs; 
clarification of relations between controllers 
and public accountants most important tt 
sult of discussions. ... . Securities and Ex- 
change Commission, in writing rules gover 
ing solicitation of proxies by corporations, 
in a paragraph defining the term “officet’ 
included “comptroller” (spelled that way). 
.... Nathan Isaacs, professor of busines 
law at Harvard Graduate School of Busines 
Administration, in paper presented before 
New England Control of The Controlles 
Institute, discusses legal aspects of the com 
troller’s job; incumbent on controllers to se 
to it that legislation affecting their calling 
is sound, fair, and in keeping with the bes 
practices of the day. .... Dr. Charles W. 
Gerstenberg, president of the National Ta 
Association and chairman of the Board d 
Prentice-Hall, Inc., advocates, in an addres 
to the New York City Control of The Cor 
trollers Institute, organization of a vast pits 
sure group to combat the ever growing 





Waa: OOS Committee on Technical Infor 
mation and Research of The Controllers It 
stitute publishes reply to inquiry concernin 
best methods of estimating profits. ...+ 

prominent public accountant gives his C0? 
ception of the controller’s job, and si 
among other things that he should sign al 
published financial statements of the bus 
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ness, as the executive responsible for the 
maintenance of effective accounting control, 
and should direct and superintend the in- 
ternal auditing, but preferably he should not 
maintain the records..... Provisions of 
amended proxy solicitation rules described 
by Robert M. Douglas, controller of the San 
Francisco Stock Exchange..... Uniform 
set of accounting requirements issued by Se- 
curities and Exchange Commission; rules 
contained in regulation S-X..... John A. 
Donaldson, then vice-president and assistant 
treasurer of Montgomery Ward & Company, 
speaks on “Adaptation of Program for Inde- 
pendent Audits to Internal Audit and Con- 
trol”; he describes how to obtain an eco- 
nomical and satisfactory internal audit. 
_,.. Controller describes procedure which 
he follows when public accountants present 
a form for his signature, which in effect is a 
certificate to the public accountant concern- 
ing inventories, contingent liabilities, and 
other items; the new procedure is to sign the 
printed form, and at the same time, to give 
the public accountant a letter or memoran- 
dum which in effect ‘qualifies’ the state- 
ment to the public accountants; this plan is 
merely to adopt the “qualification” idea, 
which has been used for so many years by 
public accountants in attaching what were 
formerly known as certificates to financial 
statements, and which under modern prac- 
tice are now known as accountants’ reports. 
....A recently issued accounting opinion 
by the Securities and Exchange Commission 
deals with the form of accountants’ certifi- 
cates. 

1941: Reference is made in editorial col- 
umns to a measure enacted by Congress on 
March 3 designed to relieve what were desig- 
nated as hardship cases under the excess 
profits’ tax portion of Revenue Act; The 
Controllers Institute of America was respon- 
sible in large measure for the amendments 
which were made to the proposed Act, with 
the approval of the Treasury Department; 
The Institute’s Committee on Cooperation 
with the Treasury Department sent a last- 
minute appeal in the form of a strongly 
worded telegram to the Treasury Depart- 
ment, urging that taxpayers be permitted to 
file returns on March 15 without being com- 
pelled to make an irrevocable decision at that 
time as to which basis the taxpayer will use 
in computing his tax, the average earnings or 
the invested capital basis... .. “The Jour- 
nal of Accountancy” published by the Ameri- 
can Institute of Accountants, published a 
comprehensive and detailed review of the 
book “Controllership: Its Functions and 
Technique” by John H. MacDonald, pub- 
lished by The Controllers Institute of 
America; in this review by Maurice E. Pelou- 
bet, the statement is made that “Internal au- 
diting is, of course, an obvious function of 
the controller.” .... “What to do Now 
About Last-In, First-Out Inventory Method” 
is described by Maurice E. Peloubet in an ar- 
ticle especially prepared for publication in 
“The Controller.” . . . . Securities and Ex- 
change Commission takes hand in prescrib- 
ing what public accountants’ ‘‘certificates”’ 
shall contain; it issued amended rules, effec- 
tive March 1, 1941, prescribing the ground 
that accountants’ certificates must cover. 
fehiihie P. Zech, Middle West Service 
Company, prepares article in which assess- 
ment on idle capital by the Federal Govern- 
ment is advocated..... E. Leuenberger, 
assistant vice-president of Wells Fargo Bank 
& Union Trust Company, describes “The 
Stake of American Business in World Af- 
fairs” in address to San Francisco Control. 
yh pl anagem for sales of by-products 

; ively fashion in letters sub- 
pose to * Committee on Technical Infor- 
stit on and Research of The Controllers In- 
Mt. Details of a plan to revamp 
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the Unemployment Tax structure are put 
forward in a tentative manner by the Fed- 
eral Social Security Board; plan was pre- 
pared by George Bigge, a member of the 
Board. 

1942: An editorial points out that twenty- 
five thousand American business concerns 
will be receiving shortly from the Office of 
Price Administration voluminous forms on 
which the companies will be required to sub- 
mit financial and other information. ... . 
A committee of members of The Institute 
conferred with a committee from the Office 
of Price Administration to review the first 
draft of the proposed forms and rules, and 
later reviewed the revised forms in a similar 
conference; The Institute’s committee an- 
nounces that it holds no brief for the forms 
and rules and is in no way sponsoring them; 
the forms do not require the signature of a 
public accountant, but do require the signa- 
ture of the principal accounting officer 6f 
the reporting firm. .... An editorial com- 
ments on the announcement by the Securities 
and Exchange Commission to the effect that 
physical verification of inventory by inde- 
pendent public accountants may be omitted 
under certain conditions; curtailment of pro- 
duction of war materials is to be avoided; 
responsibility for the substantial fairness of 
the inventory amounts is sought..... 
Howard A. Rumpf, Federal Tax Editor of 
Prentice-Hall, Inc., outlines and discusses the 
four major changes made in the method of 
computing the excess profits tax by the 
Revenue Act of 1941..... A prominent 
controller outlines the reasons why his com- 
pany changed to the last-in, first-out method 


of inventory valuation..... Raymond E. 
Brennan discusses accounting treatment of 
unamortized discount. ... . Four public ac- 


countants and an attorney contribute to a 
discussion of the methods of solving prob- 
lems raised by the Federal Income and Excess 
Profits Tax Provisions. 

1943: The supplying of information to the 
Bureau of Internal Revenue concerning in- 
creases and decreases in salaries or wages 
made after October 3, 1942, was the subject 
of correspondence between F. G. Hamrick, 
then chairman of The Institute’s Committee 
on Federal Taxation, and the Internal Rev- 
enue Department; Question 11 of Form 1120 
would have made it necessary to attach 
copies to corporations’ income tax returns 
of authorizations for each increase or de- 
crease in salary or wages; as a result of The 
Institute’s representations, the Internal Rev- 
enue Bureau ruled that a brief summary sub- 
mitted with the return and a complete rec- 
ord maintained by the taxpayer will comply 
in answering Question 11 on Form 1120. 
.... Slow progress is being made in re- 
negotiating government contracts; approxi- 
mately eight thousand companies have been 
allocated to the services; grand total of cases 
to be considered reported to be at many 
times the eight thousand which have been al- 
located... An editorial points out that 
the government has three shots at profits, the 
Internal Revenue Tax on excess profits, the 
renegotiation of government contracts for 
the purpose of recovering profits which may 
be regarded as excessive, and the power con- 
ferred on the Office of Price Administration 
to reduce prices if it determines that a com- 
pany’s profits are, in its estimation, too large. 
.... Treasury Department rules on deduc- 
tion of Victory Tax from Director’ fees. 
. . . . How to make use of relief provisions 
of Revenue Act described by Robert W. Jef- 
ferson, manager of the Tax Department of 
the Chicago Office of Price, Waterhouse & 
Company, public accountants. .... Prepa- 
ration of financial and related data for re- 
negotiation purposes is described by H. T. 
McAnly, resident partner of Ernst & Ernst, 
public accountants, of Chicago, in paper pre- 








181 


sented to Illinois Manufacturers’ Costs As- 
sociation. .... “War Labor Board’s wage 
policy to be found in its decisions,” says 
Kibby Munson, attorney of Washington, 
Be. Gare! are Joseph A. Smith, Regional Di- 
rector of the War Manpower Commission 
for New England, says that finding new 
workers is a job for the entire nation, not 
one agency..... Louis B. F. Raycroft, Di- 
rector of Public Industrial Relations for the 
Electric Storage Battery Company, Philadel- 
phia, describes how Manning Table and Re- 
placement Schedules will operate, in address 
to Philadelphia Control. 

1944: The ground work for contract ter- 
mination procedures and for the handling of 
surplus property is contained in a report by 
Bernard M. Baruch and John M. Hancock; 
legislation needed to implément the recom- 
mendations is expected promptly; the report 
speaks of what the authors term ‘a complete 
financial kit’; it also warns against ‘“unem- 
ployment by audit.” . . . . Commenting on 
the amendments of the Internal Revenue Act, 
which has now been passed by Congress over 
the President’s veto, Maxwell E. McDowell 
told a New York audience of controllers that 
“We are no longer being taxed on a twelve- 
month basis; we are being taxed on at least 
a five-year span, and that is a very important 
change.” .... Reduction from _ nineteen 
pages to a mere four pages of a financial re- 
porting form, Form A of the OPA, is an- 
nounced; the reduction was brought about 
by the efforts of a special Committee on Fi- 
nancial Reports, under the chairmanship of 
E. E. McConnell, controller of the Norton 
Company, of Worcester..... Advisory 
Committee on Government Questionnaires 
issues its first annual report; it indicates 
vast reduction of the volume of paper work. 
. . . . Redistribution of surplus war mate- 
rials is discussed by L. M. Nichols in a paper 
prepared for publication in “The Control- 
ler.” ... . James H. Barrett, secretary and 
treasurer of The Murray Corporation of 
America, of Detroit, and chairman of the 
Automotive Council for War Production, 
outlines a tested plan for splitting, costs be- 
tween subcontracts under concurrent CPFF 
contracts. .... David R. Anderson, con- 
troller of The Kendall Company, of Wal- 
pole, Massachusetts, in a paper published in 
“The Accounting Review” describes the func- 
ation of industrial controllership; this is re- 
garded as an outstanding contribution to the 
literature of controllership..... Lewis 
Schellbach, editor of “Trade and Securities” 
in address to Hartford Control of The Con- 
trollers Institute, describes the probable eco- 
nomic ups and downs in 1944..... Sali- 
ent points about fire and “U. & O.” insurance 
coverage are described by C. L. Alexander of 
the Grady-Alexander Insurance Agency of 
Chattanooga before the Chattanooga Con- 
OMe ss A list of thirty-two members of 
the Controllers Institute of America who are 
in the armed services was published. 

1945: Chairman of Advisory Committee 
on Government Questionnaires, F. Stuart 
Fitzpatrick, praises assistance given to that 
committee by representatives of The Con- 
trollers Institute of America..... Robert 
H. Hinckley, Director of Contract Settle- 
ment, points out that claims filed for set- 
tlement of contracts are open to improve- 
MEN... aj The problem of controlling 
profits in the period immediately following 
the end of hostilities in Europe was discussed 
at a meeting of the Dayton Control of The 
Controllers Institute under the leadership of 
Willard P. Dudley, secretary-treasurer of 
Ohio Steel Foundry Company..... The 
shape of things in the accounting world to- 
day is described by Gay Carroll, controller 
of Humble Oil and Refining Company, in an 
address before the Houston Control. .... 
Increasing the controller's usefulness to top 
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management is discussed by Marvin Bower, 
of the management consultant firm of Mc- 
Kinsey & Company..... Robert S. Warner, 
partner of Lybrand, Ross Brothers and 
Montgomery, in an address before the St. 
Louis Control of The Controllers Institute, 
discusses annual reports to stockholders. 
....H.M. Iverson, controller of the Car- 
rier Corporation, Syracuse, discusses the 
necessity for changes in accounting practices 
due to changes in general conditions, in an 
address to the Syracuse Control. .... Var- 
iations in unemployment insurance contribu- 
tion rates are discussed by Milton O. Loysen, 
executive director of the Division of Place- 
ment and Unemployment Insurance Depart- 
ment of Labor, State of New York, in an 
address before the Buffalo Control of The 
Controllers Institute. 





INSTITUTE ACTIVITIES 
(Continued from page 178) 











weeks to two months. In the meantime, the 
Committee will keep in close touch with devel- 
opments in Congress. Reports received by the 
Committee indicate that the legislation this year 
will not be of a sweeping type, but will deal 
mostly with procedural and other items which 
appear to be in need of correction. The Board 
voted unanimously to accept and approve the 
report. 


Committee on Social Security: 

The Managing Director presented a report 
to the effect that a memorandum has been sent 
by Chairman Thomas L. Evans, to presidents, 
secretaries, and program chairmen of Controls 
requesting them to schedule meetings devoted 
to study of Social Security matters and pro- 
posed legislation. The Committee offered to 
assist Controls in organizing these meetings. 
The report was unanimously accepted and ap- 
proved. 


Committee on Education: 

The Managing Director reported that Bulle- 
tin 2, a supplement to Bulletin 1, was mailed 
to members of The Institute on February 7. It 
deals with the place of the controller’s office 
in the business organization. The Board re- 
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quested that the Committee on Education be 
asked to present a detailed outline of the 
work, progress and objectives toward which the 
Committee is working, together with an out- 
line of plans for future publications, in the 
way of bulletins and other printed matter. The 
suggestion was made that an opportunity be 
given the Board to review such publications 
prior to their issuance. 


Committee on Cooperation with American In- 
stitute of Accountants: 

The Managing Director reported that the 
Committee on Consideration of Problems of 
Mutual Interest with the American Institute of 
Accountants had received copies of a memoran- 
dum on “Quasi-Reorganizations.” Copies of 
the memorandum will be circulated among the 
members of The Institute’s Committee for 
comment. 


Committee on Cooperation with Securities and 
Exchange Commission: 


The Managing Director stated that the fifth 
item of his monthly report covered announce- 
ment concerning a communication which was 
received from the Securities and Exchange Com- 
mission with respect to a reporting program 
designed to require quarterly reports of the 
dollar amount of sales and operating revenues 
only. This communication is now being con- 
sidered, the Managing Director reported, by the 
members of The Institute’s Committee, so that 
a reply may be made promptly to the Securities 
and Exchange Commission giving the views of 
er Institute with respect to the proposed new 
rule. 


Committee on Disposal of Surplus Property: 

Mr. Nichols, Chairman of the Committee, 
reported that he had prepared an article which 
appears in the February, 1946, issue of THE 
CONTROLLER, which presented the latest infor- 
mation available at the time the article was 
written. The article is entitled ‘Controllers 
Recommendations on Surplus Disposal Re- 
flected in Federal Action.” 


Advisory Committee on Government Question- 
naires: 

Mr. McConnell, one of The Institute’s repre- 
sentatives on that Committee, gave details with 
respect to a price survey of the machine tool 
manufacturers. The proposed questionnaire 
contained five schedules, which at the recom- 
mendation of the Advisory Committee, have 
been reduced to two for use in the cases of 
many companies. A large saving of man-hours 
was thus effected. The same procedure, it was 
announced, will be applied to other heavy 
goods industries whenever possible. 


H.R. 4781: 

Mr. McConnell, who has been keeping in 
touch with the progress of this bill in Congress, 
reported that an amendment has been proposed 
which will be designed to provide that ques- 
tionnaires to be sent out by the Bureau of the 
Census must come under the Federal Reports 
Act for approval by the Bureau of the Budget. 
Protests have been made with respect to the 
scope of the powers given to the Bureau of the 
Census. 


Committee on Cooperation with the OPA: 


L. W. Webster, Chairman of The Institute's 
Committee, reported verbally the substance of 
conversations which have been had with offi- 
cials of the Office of Price Administration, who 
have agreed that it will be helpful if a con- 
troller can be added to advisory committees in 
many instances. Willingness on the part of 
the OPA officers to cooperate in bringing this 
about was reported. It was suggested that in- 
formation with respect to controllers who are 
members of The Institute in various classifica- 
tions of manufacturers be given to the OPA 


and that in turn the OPA make available to 
The Institute a list of the advisory committees, 
The report was approved and accepted by 
unanimous vote of the Board of Directors, 
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Approves Statement Concerning 
Institute’s Education Program 


Mr. Henry C. Perry, Chairman, 
National Committee on Education, 
Controllers Institute of America 
I received from Mr. Paul Haase a copy of 

the statement relative to the National Com. 
mittee on Education which you published in 
THE CONTROLLER. (Refer to page 96, Febru. 
ary, 1946, issue—Editor) This statement ap. 
pears to set forth quite clearly the specific aim, 
purpose, and goal of the National Committee 
on Education. Once it is understood that the 
data and studies being undertaken by the Com. 
mittee are solely for the purpose of assisting 
controllers, students, and others to become 
better equipped to meet the responsibilities of 
manageriai accounting leading to controller. 
ship, it should stimulate greater interest and 
activity on the part of local Committees. 

CHARLES L. CARR 

Potomac Electric Power Company 

Washington, D. C 

(Chairman, Committee on Education, 

District of Columbia Control) 


FAVORABLY IMPRESSED 
BY “CONTROLLER” 
Mr. ARTHUR R. TUCKER 
Managing Director 
Controllers Institute of America 
Dear Mr. Tucker: 

Last night I spent a couple of hours reading 
the February Issue of “The Controller.” While 
I could not read it from cover to cover in two 
hours, I did go through it carefully and wish 
to compliment the Editor upon the fine job he 
has done. 

I always make it a point to read ‘The Con- 
troller’ and have been very much impressed by 
the improvement which has been made in the 
magazine during the last year or two. 

The articles which I particularly enjoyed in 
the February Issue are “Getting Down to Earth 
in Explaining Profits to Employees,” by Frank 
Wallace; and ‘The Controller—His Author- 
ity,” by Warren G. Bailey. I thought the latter 
subject was especially well presented. 

J. W. Sr. Cia 

Vice President-Finance 
Hajoca Corporation 
Philadelphia 


Controls To Feature Programs 
on Social Security 


In order that controllers, managements, and 
business executives may have opportunities to 
learn more concerning the details of the exist- 
ing social security laws, the inequities which 
come to the surface in their administration, and 
concerning proposed new legislation, The In- 
stitute’s Committee on Social Security has pro- 
posed that local Controls develop and schedule 
meetings on social security, before the close of 
the current season in June. Mr. Thomas L. 
Evans of J. N. Adam and Company, of Buffalo, 
is chairman of the committee. 

* * * 

Of every 100 recipients of old-age assistance 
last year in 19 states, 70 lived in their own 
establishment; 22 lived in homes of relatives; 
3 lived in boarding or nursing homes or ptt 
vate institutions; 5 had other living arrange 
ments. 
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Underwood Sundstrand... 


A FAST WORKER 





in any company! 
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Pecity UNDERWOOD SUNDSTRAND for Speey 











Your accounting staff start» saving hours of valuable 
time... the minute you put Underwood Sundstrand 


on the payroll. 


Underwood Sundstrand works fast .. . not only on 
Payroll Records, but on Government Reports and 


War Bond Ledgers. 


And it does the entire recording job . . . not just part 
of it. Each machine releases several clerks for other 
essential duties. 


Anyone can operate Underwood Sundstrand’s simple 
“10 Figure Key” keyboard. Automatic features and 
controls do the rest. 


It will be well worth a few minutes of your time to 
discuss your payroll problems with one of our 
representatives. Your local Underwood Corporation 


office will gladly oblige. 


Save the Seconds and You Save the Day 
Copyright 1945 Underwood Corporation 


Underwood Corporation 


Accounting Machine Division @ One Park Avenue, New York 16, N.Y. 





e+ ON PAYROLL RECORDS 


Underwood Sundstrand posts, computes, 
and prints each check or pay envelope... 
and at the same time writes your payroll 
summary and employee’s earnings record. 


All entries are completely visible. Gross 
pay and net pay amounts are automati- 
cally computed . . . column totals auto- 
matically printed. 


«e+ ON GOVERNMENT REPORTS 


The yearly- and quarterly-to-date earnings 
are automatically computed for all tax 
purposes. On Social Security taxes, the 
machine automatically exempts all yearly 
earnings over $3,000. 


++ ON VICTORY BOND LEDGERS 


Each employee’s Bond account is kept 
up-to-date, with each payroll deduction 
and amount “to go” automatically com- 
puted .. . and every resulting purchase 
automatically recorded. The employee-list 
of bond purchases is automatically 
counted and totaled. 
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NEW MEMBERS ELECTED 








At a meeting of the National Board of Di- 
rectors held January 25, 1946, the applicants 
named below were elected to active membership 
in The Institute: 


BRADFORD T. BLAUVELT 
American Type Founders Sales Corporation, 
Elizabeth, New Jersey. 
Leroy A. CARLSON 
The Fleischmann Distilling Corporation, New 
York City. 
PHILIP M. Cozap 
McDonnell Aircraft Corporation, St. Louis. 
Davip F. DEVINE: 
Bell Aircraft 
York. 
WILLIAM E. EBERHART, JR. 
Climax Engineering Company, Clinton, Iowa. 
WILLIAM H. FISHER 
Bowen Products Corporation, Ecorse, Michi- 
gan. 
Jay ALLAN Fox 
Ramsey Accessories Manufacturing Corpora- 
tion, St. Louis. 
WILFRED GODFREY 
Keystone Custodian Funds, Inc., Boston. 
WiLLiAM S. HENDRY 
Gilbert & Barker Manufacturing Company, 
West Springfield, Massachusetts. 
WILLARD L. HEINRICH 
Georgia Hardwood Lumber Company, Au- 
gusta, Georgia. 
JOHN L. JOHNSON 
Van Waters & Rogers, Inc., Seattle, Washing- 
ton. 
TRUMAN JOINER 
Morrison-Knudsen Company, Inc., 
Idaho. 
Roy T. KigFT 
A. M. Todd Company, Kalamazoo, Michigan. 
FREDERICK F. KING 
Sprague Steamship Company, Boston. 
Harry J. LONGEWAY 
Michigan Steel Tube Products Company, 
Hamtramck, Michigan. 
J. LoORN MCLEAN 
British Columbia Power Corporation, Limited 
and Subsidiaries, Vancouver, British Colum- 
bia. 
JAMES J. MURRAY 
The Baldwin Locomotive Works, Eddystone, 
Pennsylvania. 
WALTER R. PARSHALL 
The Baldwin Locomotive Works, Eddystone, 
Pennsylvania 
THEODORE R. PEARY 
Pacific Mills, 140 Federal Street, Boston. 
MorGAN I. PITCHER 
Edison Brothers Stores, Inc., St. Louis. 
Harry H. Pitts 
Temple University, Philadelphia. 
WILLARD E. ROBERTS 
The Carpenter Steel Company, Reading, Penn- 
sylvania. 


Corporation, Buffalo, New 


Boise, 





H. CHARLES KWASHA 


Consulting Actuary 
Employee “Pension “Plans 
50 Broad St. New York 4, N. Y. 








ROBERT F. SCHUTZ 
Ingersoll Steel & Disc Division, Borg-Warner 
Corporation, Kalamazoo, Michigan. 
CLARENCE L. SMITH 
The Kelly-Koett Manufacturing Company, 
Covington, Kentucky. 
KENNETH E. SMITH 
Dold Packing Corporation, Buffalo, New 
York. 
CLARENCE W. SNYDER 
John A. Roeblings Sons Company, Trenton, 
New Jersey. 
MILTON MCK. STANZE 
White-Rodgers Electric Company, St. Louis. 
J. ARTHUR THOMPSON 
Eclipse Lumber Company, Clinton, Iowa. 
W. A. TOKOLA 
Capital Company, San Francisco. 
JAMES F. TOOLE 
Sperry Gyroscope Company, Inc., Great Neck, 
New York. 
ANTHONY VON WENING 
A. O. Smith Corporation, Milwaukee. 
JULIAN K. WHANGER 
Higgins Industries, Inc., New-Orleans, Lou- 
isiana. 
FRANK E. Woop 
National Brass Company, Grand Rapids, 
Michigan. 
ARTHUR F, WORDEN 
Simmons Company, New York City. 


At a meeting of the National Board of Di- 
rectors held February 15, 1946, the applicants 
named below were elected to active membership 
in The Institute: 


HENRY I. BARCLAY, JR. 
Continental Gin Company, Birmingham, Al- 
abama. 
JOHN H. BossERT 
Maguire Industries, Inc., New York City. 
J. W. Cason 
Interstate Oil Pipe Line Company, Tulsa, Ok- 
lahoma. 
LESLIE F. CREWS 
Montgomery Ward & Company, Inc., Chi- 
cago. 
M. S. FETTER 
Master Tire and Rubber Corporation, Find- 
lay, Ohio. 
EUGENE R. FoGt 
Monarch Machine Tool Company, Sidney, 
Ohio. 
EVERETT C. GROVES 
The Chicago Daily News, Inc., Chicago. 
Louis C. HALTUG 
The Timken-Detroit Axle Company, Detroit. 
THOMAS H. HAwKs 
Wollensak Optical Company, Rochester, New 
York. 
SAMUEL L. HYMAN 
Tradesmens National Bank and Trust Com- 
pany, Philadelphia. 





APPRAISALS 
Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 


6 CHURCH ST. 
NEW YORK 


ATLANTA 
CHICAG® 
DETROIT 


BOSTON 
PHILADELPHIA 








PITTSBURGH 


BYRON A, JENNINGS a 
Crown Drug Company, Kansas City, Mis 
souri. q 

HoRACE H. KOTTER z 
Hobbs Manufacturing Company, Fort Worth, 
Texas. : 

LUTHER O. LEMON : 
J. Walter Thompson Company, New York 
City. @ 

H. V. McCoNKEYy 
Southern Union Gas Company, Dallas, Texas. 

CLARENCE E. MCKEE ’ 
The Quaker Oats Company, Chicago. 

FRANCES H. MCMULLEN 
Union Special Machine Company, Chicago, — 

MarTIN A. MCNULTY 
Standard Oil Company (Indiana), Chicago, 

EDWARD F. MARCH 
Ekco Products Company, Chicago. 

J. H. MUELLER 
Central National Bank in Chicago, Chicago, 

ROBERT M. OLSEN 
Seamen’s Church Institute of New York, New 
York City. 

FREDERICK J. OTTERBEIN 
General Foods Corporation, New York City, 

WILLIAM R. RoBBINS 
United Aircraft Corporation, East Hartford, 
Connecticut. 

WILLIAM F. STAEGEMANN =. 
Graver Tank & Manufacturing Company, 
Inc., East Chicago, Indiana. 4 

HERMAN W. STEIN 
A. C. Nielson Company, Chicago. 

L. V. SWANSON 
Chester C. Fosgate Company, Orlando, Flor 
ida. 

F. L. WILMOTH : 
Kaiser Cargo, Inc., Fleetwings Division, Bris- | 
tol, Pennsylvania. 

THOMAS H. WooDWARD 
Ertel Machine Company, Indianapolis. 





Election of the 51 new 
members named above 
brings the membership 
of The Institute to 

2,007 








“United Nations News” Now 
Being Published 


A new monthly publication entitled “United 
Nations News’ and devoted exclusively @ 
news and reports about the meetings of te 
United Nations Organization, is now being, 
published by the Woodrow Wilson Found 
tion, 45 East 65th Street, New York 21, N. Ye 
The subscription price is $2.00 per year. AS#) 
news medium, the “United Nations News 
will ‘press no point of view nor suggest legis 
lative action. Its aim is to meet the need for 
information in compact form about the mai 
international organizations in which we Amete 
cans have assumed responsibility.” 





TIMELY FIGURES! 
Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 
ATLAS CALCULATING SEBVICE 
25 E. Jackson Blvd. Chicago, Hh | 














